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THE  LAND 

AND 

THE  FINANCE  BILL 


The  public  were  amused  for  many  years  by  the  The  Glasgow 

attempts  of  the  Corporation  of  Glasgow  to  give 

effect  to  the  extravagant  theories  of  Henry  George, 

by  promoting  a  bill  for  the  taxation  of  Land  Values. 

Then  followed  The  Land  Values  Taxation  (Scotland) 

Bill,  1906,  presented  by  a  private  member  to  the 

House  of  Commons,  read  a  second  time  and  referred 

to  a  Select  Committee,  who  after  hearing  evidence 

reported,  on  13th  December,  1906,  "that  the        The  Bill oj 

referred  to  the  Committee  be  not  further  proceeded 

with."     The  object   of  the  Bill  was  to  provide 

machinery  for  ascertaining  what  were  termed  "  land 

values,"  in  burghs  in  Scotland,  and  for  authorising 

Town  Councils  to  assess  thereon. 

The   Select  Committee   by  a   majority,  further  The  Report 

recommended,    "That   a    measure   be   introduced  ^'^^ 

Committee. 

making  provision  for  a  valuation  being  made  of 
land  in  the  burghs  and  counties  of  Scotland  apart 
from  the  buildings  and  improvements  upon  it,  and 
that  no  assessment  be  determined  upon  until  the 
amount  of  that  valuation  is  known  and  considered." 
In  accordance  with  this  recommendation  a  Bill  "  to 
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provide  for  the  ascertainment  of  Land  Values  in 
Scotland  "  was  brought  into  the  House  of  Commons 
The  Bill  of  in  May,  1 907,  by  the  Lord  Advocate  of  the  day 
and,  notwithstanding  strong  opposition,  was  passed 
by  the  aid  of  the  mechanical  majority  at  the  com- 
mand of  the  Government.  The  bill  was  a  crude 
and  impracticable  measure ;  it  was  received  with 
little  enthusiasm  even  by  the  supporters  of  the 
party  in  power  ;  and  was  strongly  disapproved  of 
by  the  country  at  large.  It  was  amended  in  certain 
particulars  by  the  House  of  Lords,  and  was  there- 
after dropped  by  the  Government. 

The  collapse  of  this  Bill  was  a  bitter  disappoint- 
ment to  the  advocates  of  the  taxation  of  Land 
Values,  and  they  accordingly  pressed  upon  Ministers 
the  suggestion  to  include  the  taxation  of  land  values 
in  the  Finance  Bill,  on  the  ground  that  if  it  was 
made  part  of  a  Money  Bill  it  would  not  be  within 
the  constitutional  right  of  the  Upper  House  to 
amend  it.  The  Government,  always  ready  to  oblige 
the  Henry  Georgites,  has  accepted  the  suggestion, 
and  Part  I.  of  the  present  Bill  is  the  outcome. 

CHARACTER  OF  THE  BILL. 

Were  it  not  that  we  have  the  Bill,  bearing  the 
names  of  the  Chairman  of  the  Committee  of  Ways 
and  Means,  the  Chancellor  of  the  Exchequer  and 
Mr.  Hobhouse,  as  an  existing  fact,  it  would  have 
been  incredible  that  any  British  Government  should 
have  given  their  sanction  to  such  an  extravagant 
scheme,  as  that  relating  to  the  proposed  duties  on 
land  values.    It  spurns  common-sense,  it  contravenes 
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every  principle  of  justice,  and  sets  political  economy 
at  defiance.  Its  object  is  predatory  and  its  results 
would  be  injurious  to  industry  and  trade.  It  is 
manifestly  promoted  not  as  a  financial  but  as  a 
political  measure,  in  retaliation  for  the  loss  of  the 
Bill  of  1907. 

The  House  of  Lords  no  doubt  contains  a  large  Amendments 
number  of  land-owners,  but  they  are  only  a  very  ^J-if^J^^^^^ 
small  proportion  of  the  land-owners  of  the  country. 
The  Government  bill  of  1 907  expressly  provided  that 
until  Parliament  otherwise  determined  no  person 
should  be  liable  to  be  taxed  or  rated  in  respect  of 
the  entry  proposed  to  be  made  on  the  Scottish  Valua- 
tion Roll,  of  "  Capital  land  value."  The  members  of 
the  House  of  Lords  had,  therefore,  no  personal 
interest,  or  at  least  only  a  very  remote  interest,  in 
declining  to  entertain  the  bill  as  presented  to  them. 
They  altered  it,  because  its  provisions  were  unwork- 
able and  would  have  entailed  endless  confusion,  and 
would  have  imposed  enormous  expense,  not  only  upon 
every  owner  of  land  but  upon  every  rating  authority, 
without  any  compensating  advantage  to  the  com- 
munity. It  seems  doubtful  whether  the  Bill  was 
ever  intended  to  pass,  or  that  its  promoters  expected 
that  it  would  become  law,  and  whether  on  the  con- 
trary they  did  not  rely  upon  its  rejection  in  the 
second  House.  It  was  suggested  that  the  Bill 
should  be  allowed  to  pass  in  the  form  approved 
by  the  House  of  Commons,  and  that  the  Govern- 
ment should  be  left  to  face  the  storm  of  indignation 
that  would  arise  when  the  people  found  that  they 
had  been  led  into  a  quagmire  ;  but  the  House  of 
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Lords  took  the  more  patriotic  and  more  straight- 
forward course  of  amending  a  measure  which  in  the 
opinion  of  everyone  acquainted  with  the  subject 
would,  as  it  originally  stood,  have  been  disastrous 
to  Scotland.  Like  King  Rehoboam,  however,  the 
Chancellor  of  the  Exchequer  has  forsaken  the 
counsel  of  the  old  men  and  has  consulted  with  the 
young  men,  and  instead  of  chastising  us  with  whips, 
would  now  chastise  us  with  scorpions.  Instead  of 
attempting  to  remove  the  defects  of  the  previous 
scheme,  the  Bill  adds  to  these  defects,  and  proposes 
to  stamp  out  every  difficulty  by  allowing  the  Com- 
missioners of  Inland  Revenue  to  settle  them  in 
accordance  with  their  own  views. 


THE  OBJECT  OF  THE  BILL 
AS  CONTRASTED  WITH  THOSE  OF  THE  BILLS 
OF  1906  AND  1907. 

Bills  of  1^06     The  Bills  both  of  1906  and  1907  applied  to 

and  i()oj  Scotland  alone.  The  present  Bill  applies  to  the 
applied  to  .  .  ^  . 

Scotland  only.  United  Kingdom.    The  Bill  of  1906  extended  only 
to  burghs,  that  of  1907  included  counties  as  well  as 
burghs.    The  Bill  of  1 907  was  a  Valuation  Bill  and 
Finance       authorised  no  rate  or  tax;  the  present  Bill  is  a 
app^s  to      taxing  bill,  and  valuation  is  merely  thrown  in  as  an 
incident,  and  treated  on  a  wholly  different  principle 
Former  were  from  that  upon  which  the  ordinary  valuation  of 
^Biuf^^^      land   is   annually  carried  out    in    Scotland.  The 
original  object  of  the  Glasgow  Corporation  was  the 
taxation  of  feuduties,  or  what  may  be  termed  per- 
petual rent  charges  ;  and  the  Select  Committee  of 
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1906,  by  a  majority,  recommended  that  feuduties  Present  a 
should  be  made  liable  to  rating.  The  present  Bill  ^'^•^^'^^ 
expressly  exempts  feuduties  from  taxation.  The 
object  of  the  Bill  of  1906,  as  well  as  of  the  earlier 
Glasgow  bill,  was  to  provide  additional  assessment 
for  local  purposes.  The  object  of  the  present  Bill 
is  to  levy  imperial  revenue  :  and  this  is  a  vital  change, 
as  the  Bill  is  in  violation  of  the  Treaty  of  Union,  as 
will  be  afterwards  explained. 

The  difference  between  valuation  for  local  and  for  Difference 
imperial  purposes  is  itself  very  material.  The  one  is  a  ^^^^^ 
rate  ;  the  other  is  a  tax.  The  pomt  is  thus  explained  and  imperial 
by  the  late  Lord  President  Inglis  : — "  The  interest  taxation. 
of  a  local  community  in  making  up  a  valuation-roll 
is  very  different  indeed  from  what  may  be  stated  to 
be  the  interest  of  the  representatives  of  the  Crown 
in  valuing  lands  for  the  purposes  of  imperial  taxation. 
In  the  case  of  local  assessments,  what  is  wanted  is 
a  certain  sum  of  money  required,  it  may  be,  for  the 
support  of  the  poor  for  the  year  or  for  the  main- 
tenance of  prisons.  It  does  not  matter  what  the 
object  is,  but  it  is  always  a  certain  estimated  amount 
of  money  that  is  wanted;  and  what  the  governing 
body  of  the  locality  have  to  consider  is  what  rate, 
according  to  the  valuation  of  the  county  or  burgh, 
will  produce  that  sum.  It  is  obvious  that,  for  the 
purpose  of  such  taxation  as  that,  it  does  not  in  the 
least  degree  matter  whether  the  valuation  of  the 
county  or  the  burgh  be  high  or  low,  provided  it 
is  upon  an  equal  principle,  and  does  justice  as 
between  the  different  ratepayers.  A  low  valuation 
will  produce  the  sum  wanted  as  well  as  a  high 
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valuation  ;  the  rate  only  requires  to  be  made  a  little 
higher  in  the  event  of  the  valuation  being  low. 
But  in  the  case  of  imperial  taxes  the  matter  is 
quite  different.  It  is  not  a  certain  sum  of  money 
that  is  to  be  levied  in  that  case,  but  Parliament 
grants  to  the  Queen  a  certain  rate  of  taxation  upon 
all  subjects  that  are  to  be  assessed,  and  the  duty 
of  the  officers  of  the  Crown  is  to  get  as  much  as 
they  possibly  can  out  of  that  tax.  So  that  the 
interest  of  the  Crown  is  to  have  the  valuation  of 
subjects  that  are  to  be  rated  as  high  as  possible  ; 
and  therein  the  Crown  and  its  officers  have  a 
perfectly  different  interest  in  the  matter  of  valuation 
from  that  which  the  Commissioners  of  Supply  or 
Magistrates  of  Burghs  have  in  making  up  their 
Valuation  Roll."^ 

The  ground  upon  which  the  Select  Committee 
recommended  the  taking  of  site  value  as  the  basis 
of  rating   was   that   houses,  factories   and  other 
industrial  erections  would  be  relieved  from  rating. 
Bill  would     The  present  Bill  gives  no  relief  to  dwelling  houses 
Induftr^from  industrial  buildings,  but,  on  the  contrary, 

taxation.  would  impose  upon  them  new  and  very  grievous 
burdens.  It  is  not  so  much  the  owners  of  broad 
acres,  of  mountain,  moor  and  forest  that  are  struck 
at  by  the  bill;  as  the  smaller  proprietors,  and  the 
owners  of  mansions  and  grounds,  of  cottages  and 
gardens,  of  factories  and  workshops,  of  old  fashioned 
and  out-of-date  houses.  The  bill  professes  to  protect 
agricultural  land,  but  agriculture  would  be  seriously 
prejudiced  by  the  operation  of  the  new  taxes. 

1  Men%ies  v.  Solicitor  of  Inland  Revenue,  i8  January  1878,  5  Rettie 
at  p.  535. 
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EXISTING  AND  PROPOSED  TAXES  ON  LAND. 

Under  the  existing  system  land  is  subject  to  the  Existing 
following  burdens  :  ''''''  ^« 

Land  Tax  \  ^    -  ^  r    t        •  i 

levied  tor  Imperial 

Property  Tax  \ 

^     J  -r^  purposes. 

Inhabited  House  Duty  J 

County  Rates  \ 

Burgh  Rates      V  levied  for  local  purposes. 
Parochial  Rates  J 


In  addition,  all  dealings  in  land  are,  like  most  Stamp  duty 

and  D 
duties. 


Other  property,  subject  to  stamp  duty;  while  the  "^^"^  ^^"^^^ 


death  duties  operate  specially  cruelly  as  regards 
land.  Both  stamp  duties  and  death  duties  are 
largely  increased  under  the  provisions  of  the  Bill. 

Under  the  Finance  Bill  it  is  proposed  to  impose  I^ew  duties. 
three  new  and  severe  taxes  upon  land.    These  are 

Increment  Value  Duty, 
Reversion  Duty, 

Duty  on  Undeveloped  Land  and  on  Mineral  Rights. 


BASIS  OF  EXISTING  ASSESSMENTS  ON  LAND. 

All  existing  rates  and  taxes  imposed  yearly  upon  Basis  of 

land  are  levied  upon  annual  value.    The  Unde-^^^-^^^/  . 

.     ,  taxation  is 

veloped  Land  Tax  of  the  bill  is  also  proposed  to  he  annual  value. 

levied  annually,  but  upon  capital  not  annual  value. 

The  basis  of  the  proposed  taxation  of  land, — that  Of  proposed 

is  the  surface  apart  from  the  minerals, — is  what  is  ^^•^'^/f  f 
.  zoould  be 

Styled  in  the  Bill  site  value,  and  for  the  '^w'c'^o^e  capital  value. 
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Arbitrary  of  ascertaining  this  imaginary  value  an  arbitrary 
tribunal,  sitting  in  private  and  not  subject  to  the 
courts  of  law,  is  to  be  set  up. 

The  Bill  deals  with  two  values  of  land  (i)  the 
Total  Value  and  (2)  the  Site  Value  ;  in  other  words 

(1)  Land  plus  buildings  and  other  improvements, 

(2)  Land  unimproved  by  building. 

Total  value.  The  "Total  Value  of  land"  is  (§14)  defined 
to  be  : 

"  the  amount  which  the  fee  simple  of  the  land, 
"  if  sold  at  the  time  in  the  open  market  by  a 
"  willing  seller  in  its  then  condition  might  be 
"  expected  to  realise." 
Site  value  is  simply  another  name  for  the  "  Capital 
land  value"  of  the  Bill  of  1907,  except  that  the 
latter  included  minerals,  as  well  as  surface.  Here 
are  the  definitions  : 


^ite  value. 


Bills  of  K^o"] 
and  1909 
compared. 


Bill  of  1907. 
"  '  Capital  land  value '  in 
reference  to  any  lands  and 
heritages  means  the  sum 
which  such  lands  and  heri- 
tages might  be  expected  to 
realise  in  the  open  market  at 
the  time  of  the  valuation  if — 

(1)  divested  of  buildings, 
erections  or  structural  im- 
provements, and  fixed  or 
attached  machinery;  and 

(2)  sold  free  from  all  bur- 
dens, public  and  private, 
except  building  restrictions 
or  other  servitudes." 


Bill  of  1909. 
" '  Site  value  of  land 
means  the  amount  which  the 
fee  simple  of  the  land,  if  sold 
at  the  time  in  the  open  market 
by  a  willing  seller,  might  be 
expected  to  realise  if  the  land 
were  divested  of  any  build- 
ings, and  of  any  other  struc- 
tures (including  fixed  or 
attached  machinery)  on,  in, 
or  under  the  surface,  which 
are  appurtenant  to  or  used  in 
connection  with  any  such 
buildings,  and  of  all  growing 
timber,  fruit  trees,  fruit 
bushes,  and  other  things 
growing  thereon." 
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For  the  purposes  both  of  Total  Value  and  Site 
Value,  land  shall  (§  14  subsec.  3) 

"  be  deemed  to  be  sold  free  from  incumbrances.  Land  to  be 
"  but  subject  to  any  easements  affecting:  the  '^^j^^^fi'^^ 
*'  land,  and  to  any  covenant  restricting  the  use  of  brances  and 
''the  land  entered  into  before  the  30th  day  o{  of  restrictions. 
"April,   1909,  where,  in  the  opinion  of  the 
"  Commissioners  [of  Inland  Revenue],  the  re- 
**straint  imposed  by  the  covenant  is  reasonably 
necessary  in  the  interests  of  the  public,  or  in 
"  view  of  the  character  and  surroundings  of  the 
"  neighbourhood." 
In  applying  the  Bill  to  Scotland  it  is  provided 
(§28)  that  the  expression  "incumbrances"  includes 
any  heritable  security,  or  other  debt  or  payment 
secured  upon  heritage  ;  and  that  "  servitudes  "  is  to 
be  substituted  for  "  easements." 

Site  value  has  thus  no  existence  per  se.  It  is  Site  value  is 
purely  hypothetical,  and  is  merely  the  creation  q{ non-existent. 
the  bill.  It  is  an  assumed  value  which  there  is  no 
means  of  estimating.  There  is  no  market  for  site 
values.  Men  do  not  deal  in  them.  They  could  not 
be  sold,  or  mortgaged  or  bequeathed.  What  man  in 
his  sober  senses  would  buy  a  farm  as  if  it  were 
divested  of  buildings  and  fences,  of  drains,  hedges 
and  trees.? 


THE  VALUATION  ROLL  IN  SCOTLAND. 

All  local  assessments  upon  land  and,  as  a  rule,  what  it  i\ 
all   imperial   taxes    are   in   Scotland   laid    on  in 
accordance  with  the  values  thereof  entered  on  the 
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How      Valuation  Roll.    The  Roll  is  made  up  yearly  for 

prepared.  county  and  burgh,  under  the  provisions  of 

the  Lands  Valuation  (Scotland)  Act  (17  and  18 
Vict.  c.  91),  which  was  passed  in  1854  with  the 
object  of  establishing  one  uniform  valuation  of  lands 
and  heritages  in  Scotland  for  assessment  purposes  ; 
and  is  prepared  by  Assessors  specially  appointed  for 
the  purpose.  The  principle  of  valuation  laid  down 
in  the  Act  is  that  "  in  estimating  the  yearly  value 
of  lands  and  heritages  .  .  .  the  same  shall  be  taken 
to  be  the  rent  at  which,  one  year  with  another,  such 
lands  and  heritages  might  \n  their  actual  state  be  reason- 
ably expected  to  let  from  year  to  year,"  which  in 
effect  corresponds  with  the  rule  of  the  Income  Tax 

Appeal.  Act  of  1 842  (§  60).  An  appeal  against  the  valuations 
of  the  Assessors  may  be  taken  to  a  Committee  of 
the  County  Council  in  the  case  of  counties,  and 
to  the  Magistrates  in  the  case  of  burghs  ;  and  from 
the  decisions  of  these  authorities  an  appeal  lies  to 
certain  judges  of  the  Court  of  Session  who  consti- 
tute the  Lands  Valuation  Appeal  Court.  Costs  are 
not  given  by  the  County  Council  or  Magistrates. 
Whether  they  can  be  allowed  by  the  Appeal  Court 
is  a  moot  point,  but  as  matter  of  fact  there  is  no 
instance  recorded  of  expenses  having  been  awarded. 

Assessors.  The  Assessors  under  the  Lands  Valuation  Act 
are  appointed  in  counties  by  the  County  Councils, 
as  in  place  of  the  commissioners  of  supply,  and 
in  burghs  by  the  magistrates.  Under  an  Act  passed 
in  1857  (20  and  21  Vict.  c.  58)  it  was  made 
competent  for  any  nominating  body  to  appoint  an 
officer  of  Inland  Revenue  to  be   their  assessor. 


THE  VALUATION  ROLL 


When  this  is  done  the  Commissioners  of  the 
Treasury  pay  the  whole  cost  of  the  Valuation 
Roll  ;  and  the  Commissioners  of  Inland  Revenue 
are  bound  by  it.  In  other  cases  it  is  nominally 
not  conclusive  against  the  Commissioners  but  is  in 
fact  generally  accepted  as  conclusive. 

The  provisions  of  the  Act  of  1857  have  been 
acted  upon  in  some  places,  principally  small  ones 
where  the  cost  of  preparing  the  Roll  might  be 
considered  burdensome.  Glasgow  and  other  im- 
portant places  nominate  and  pay  their  own  assessors 
and  defray  the  expense  of  making  up  the  Valuation 
Rolls.  Even  when  an  officer  of  Inland  Revenue 
is  accepted  as  assessor  for  the  purpose  of  the  Lands 
Valuation  Act  he  is  pro  hac  vice  an  officer  of  the 
body  charged  with  the  duty  of  making  up  the  roll 
and  may  be  removed  by  them  if  they  think  fit. 

As  marking  the  jealousy  with  which  V2ir\\2,mtx\t  Appeal  where 
views  the  interference  of  the  Inland  Revenue  with  ^^^^^'^ 
the  valuation  of  land,  it  may  be  pointed  out  that  officers  are 
originally  the  determination  of  the  County  Valuation  ^^^^^ 
Committee  and  the  Magistrates  upon  appeals  and 
complaints  was  final  and  not  subject  to  review  (Act 
of  1854,  §  8).     When  it  became  permissible  to 
appoint  officers  of  Inland  Revenue  to  act  as  assessors, 
it  was  thought  that  they  might  be  inclined  to  make 
the  valuation  too  high,  and  the  right  was  given  to 
those  entered  upon  the  roll  to  have  the  valuation 
reviewed  by  the  Appeal  Court,  and  a  corresponding 
right  of  appeal  was  given  to  the  assessor  (Act  of 
1857,  §  2).    It  was  not  until  1880  that  the  right  to 
appeal  was  made  general  and  applicable  to  decisions 
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of  Committees  and  Magistrates  who  appointed  their 
own  assessors  (42  and  43  Vict.  c.  42,  §  7). 


In  1907 

land  values 
were  to  be 
entered  on 
V aluation 
Roll. 


The  scheme  of  the  bill  of  1907,  following  on  the 
lines  of  earlier  bills,  was  to  insert  in  the  Valuation 
Roll  of  each  county  and  burgh  in  Scotland,  after 
the  column  under  the  heading  "  Yearly  Rent  or 
Value/*  an  additional  column  under  the  heading 
"Capital  Land  Value." 


Valuation 
Roll  now 
thrown 
overboard. 


Valuation 
under  Income 
Tax  Act. 


The  whole  of  this  machinery  is  thrown  overboard 
in  the  Finance  Bill.  The  new  values  are  to  be 
ascertained  not  by  the  Assessors  acting  under  the 
Lands  Valuation  Act,  but  by  the  Commissioners  of 
Inland  Revenue,  who  are  the  persons  who  will  impose 
the  tax  and  enforce  its  payment.  When  ascertained 
they  are  not  to  be  entered  on  the  Valuation  Roll, 
but  kept  as  a  private  document  in  the  Department. 

The  scheme  of  the  Bill  is  also  different  from  that 
of  the  Income  Tax  Act  under  which  the  property 
tax  on  land,  that  is,  the  taxes  payable  under  Schedules 
(A)  and  (B),  is  levied.  The  assessment  and  col- 
lection of  the  taxes  under  these  schedules  are  under 
the  charge  not  of  the  Commissioners  of  Inland 
Revenue,  but  of  the  General  Commissioners  (Income 
Tax  Act,  §  22),  who  are  bodies  of  independent 
gentlemen  unconnected  with  the  Board  of  Inland 
Revenue,  and  are  not  appointed  by  them.  The 
General  Commissioners  appoint  their  own  assessors, 
who  obtain  the  necessary  returns  from  the  tax- 
payers, examine  them,  and  submit  them  to  the 
Commissioners.    The  latter  then  settle  the  assess- 
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ments.  Notice  of  these  is  given,  and  anyone 
aggrieved  is  entitled  to  appeal.  That  appeal  lies  to 
the  General  Commissioners,  not  to  the  Commis- 
sioners of  Inland  Revenue.  On  the  hearing  of  the 
appeal,  the  Surveyor  of  Taxes,  who  is  a  Revenue 
officer  appointed  by  and  representing  the  Board  of 
Inland  Revenue,  attends  and  supports  the  assessment, 
that  is,  he  is  the  respondent  or  contradictor  in  the 
appeal. 

If  on  any  appeal  the  question  of  the  annual  value 
of  lands  arises,  it  is  provided  that  this  may  be  deter- 
mined by  a  valuation  by  a  person  of  skill,  named  by 
the  General  Commissioners  (Income  Tax  Act,  1842, 
§  81  ;  Income  Tax  Act,  1853,  §  47).  In  so  far, 
however,  as  concerns  Scotland,  this  provision  has 
been  pretty  much  in  abeyance  for  more  than  half  a 
century,  and  is  inoperative  where  the  Act  of  1857  is 
adopted.  But  even  if  a  valuation  is  required  under 
an  appeal,  the  Income  Tax  Act  gives  precise  direc- 
tions as  to  the  basis  of  valuation  (Act  of  1842,  §  60), 
and  the  person  of  skill  has  a  clear  rule  for  his 
guidance. 

An  appeal  against  the  determination  of  the  General  Appeals. 
Commissioners  upon  a  question  of  law  may  be  taken 
either  by  the  taxpayer  or  the  surveyor  to  the  High 
Court  in  England  or  Ireland,  and  to  the  Court  of 
Session  in  Scotland,  and  ultimately  to  the  House  of 
Lords.    (Taxes  Management  Act,  1880,  §  59.) 

Under  the  Bill  there  is  no  appeal  to  any  public  Bill  allows 

body,  such  as  the  Valuation  Committee  of  a  County  ^PP/(^}[^ 
.  .  f,  outside  body. 

Council,  the  Magistrates  of  a  burgh,  or  the  General 

Commissioners  under  the  Income  Tax  Act.  In 
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some  cases  the  decision  of  the  Commissioners  of 
Inland  Revenue  is  to  be  final ;  in  other  cases  an 
appeal  is  permitted. 

This  appeal  is  to  a  single  Referee  sitting  in  private 
and  acting  under  no  public  responsibility.  These 

Proposed    proposed  Referees  are  to  be  appointed  nominally  by 

Referees.  Crown,  but  in  fact  by  the  Government  of  the 
day.  Any  competent  appeal  (§  22,  sub-sec.  2),  it 
is  proposed  to  be  enacted,  shall  be  referred  to  such 
one  of  the  referees  ...  as  may  be  provided  by  any 
special  or  general  directions  of  the  Treasury,  and  the 
decision  of  the  referee  to  whom  the  appeal  is  so 
referred  shall  be  final."  If  any  question  of  law  arises 
in  the  course  of  an  appeal,  "  the  referee  may,  if  he 
thinks  jit^  state  the  question  in  the  form  of  a  special 
case  for  the  opinion  of  the  High  Court "  in  England 
and  Ireland,  and  of  the  Court  of  Session  in  Scotland. 

Still  further  to  stifle  the  voice  of  complaint,  the 
Bill  provides  (§22)  that,  on  any  appeal  to  a  referee,  he 
"  may  order  to  and  by  whom,  and  in  what  manner. 

Costs.  the  costs  of  the  reference  or  appeal,  or  any  part 
thereof,  shall  be  paid,  and  may  settle  the  amount  of 
the  costs  to  be  paid." 

Appeal        Such  an  appeal  would  be  a  farce.    An  appeal  from 

proposed  Commissioners  of  Inland  Revenue  to  a  referee 

would  be  a  .  .  ,11-  rr 

farce.       practically  nommated  by  themselves,  holdmg  office  at 

their  will,  and  remunerated  by  the  Treasury  whom 

they  represent,  who  even  as  regards  a  point  of  law 

may  or  may  not  state  a  Case  for  the  opinion  of  a 

Court  of  law,  as  he  may  think  fit,  and  who  may  mulct 

anyone,  who  is  foolhardy  enough  to  dispute  the 

decision  of  his  masters,  in  such  costs,  as  he  may 
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choose  to  adjudge,  is  so  contrary  to  liberty  and  to 
the  spirit  of  openness  and  fair  dealing  which  charac- 
terise British  administration  that  one  wonders  how 
such  a  proposal  ever  found  place  in  a  Government  bill. 
"  Free  governments,"  says  Burke,  "  have  committed  ^^'^^ 
more  flagrant  acts  of  tyranny  than  the  most  despotic  ^^^^^^^^^^ 
governments  which  we  have  ever  known."    Such  tyrannical. 
would  be  the  Finance  Bill  if  it  became  law. 


RETURN  OF  VALUES  BY  LAND  OWNERS. 

The  Bill  provides  (§  i6)  that,  when  the  Act  be- 
comes law,  the  Commissioners  of  Inland  Revenue  are 
to  cause  returns  to  be  obtained  from  all  owners  of  Three 
/W  declaring: 

{a)  The   total  value  of  each  piece  of  land 

,  separately  occupied. 
{¥)  The  site  value  of  each  piece  of  land  separ- 
ately occupied. 
{c)  The  value  of  the  minerals  if  the  land  com- 
prises minerals. 

These  values  are  to  be  the   estimates  of  the  To  be  made 
owners  ;  but  the  schedules  upon  which  the  returns  o^^^^^- 
are  to  be  made  are  to  be  in  such  form  and  to  contain 
such  particulars  as  the  Commissioners  may  require. 

This  gives  the  Commissioners  a  free  hand  to  inquisitorial 
make  such  inquisitorial  investigations  as  they  think 
proper.  The  Bills  of  1906  and  1907  indicated 
generally  the  particulars  which  an  owner  was  to  be 
required  to  give ;  but  the  Bill  places  him  wholly  in 
the  hands  of  the  Commissioners,  who  can  without 
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restraint  extort  from  him  any  information  which 
they  may  desire,  however  irrelevant  or  vexatious  it 
may  be. 

If  any  owner  fails  to  make  the  return  required  he 
is  to  be  liable  to  a  penalty  under  §  5  5  of  the  Income 
Tax  Act  of  1 842  ;  and  the  penalty  is  to  be  recovered 
only  in  the  High  Court,  or  in  Scotland  in  the  Court 
of  Session. 

Owners  of  agricultural  land  in  Ireland  are  not 
to  be  required  to  make  these  returns  unless  they 
think  fit.  Why  such  land  should  be  treated 
differently  from  agricultural  land  in  Scotland  is  not 
explained. 

Returns  Under  the  Lands  Valuation  Act  the  returns  asked 

^mder^  for  by  the  assessor  must  be  furnished  and,  if  his 
existing  law.  demand  is  not  complied  with,  a  penalty  is  exigible. 

But  penalties  incurred  under  that  Act  are  sued  for  in 
the  Sheriff  Court  not  in  the  Court  of  Session  (Act  of 
1854,  §§  37,  38).  Expenses  may  be  awarded  against 
an  offender,  but  these  are  a  trifle  as  compared 
with  the  costs  which  may  be  run  up  by  the  Crown 
in  a  prosecution  under  the  Taxes  Management 
Act. 

Comparison  Xo  judge  of  the  nature  of  the  vague  and  tyrannical 
^fxfsHng^Jas.  powers  which  the  Chancellor  of  the  Exchequer  asks 
Parliament  to  confer  upon  the  Commissioners  of 
Inland  Revenue,  for  the  purpose  of  bringing  into 
effect  this  savage  scheme  of  land  taxation,  it  will 
be  well  to  compare  these  with  the  corre- 
sponding enactments  in  the  Income  Tax  Act  of 
1842,  and  the  Lands  Valuation  (Scotland)  Act 
of  1854. 
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The  Finance  Bill 

§16. 

(1)  The  Commis- 
sioners shall  cause  re- 
turns m  such  form  and 
containing  such  parti- 
culars as  the  Commis- 
sioners may  require  to 
be  obtained  from  all 
owners  of  land,  de- 
claring the  total  value 
and  the  site  value 
respectively  of  their 
land  as  estimated  in 
each  case  by  the 
ov^ner,  that  value 
being  declared  sepa- 
rately as  respects 
each  piece  of  the 
land  which  is  under 
separate  occupation. 

(2)  Where  land 
comprises  minerals 
a  separate  return 
shall  be  made  under 
this  section  of  the 
value  of  the  min- 
erals. 


The  Income  Tax  Jet 
§  190  and  §  52. 

Every  occupier  of 
lands,  tenements, 
hereditaments  or 
heritages  is  to  deliver 
to  the  person  ap- 
pointed to  receive  the 
same  "a  Statement 
of  the  rent  and 
annual  value,  or  the 
annual  value,  as  the 
case  shall  require,  of 
all  lands,  tenements, 
and  hereditaments  or 
heritages,  occupied  in 
every  parish  or  place, 
distinguishing  the 
proportions  in  each 
parish  or  place,  and 
estimating  separately 
such  as  are  occupied 
as  owner  or  tenant, 
and  also  such  as  are 
held  under  different 
landlords,  and  also 
such  as  are  charge- 
able by  the  rent  or 
annual  value,  or  on 
the  amount  of  pro- 
fits; and  also  esti- 
mating separately  the 
rent  or  annual  value 
chargeable  in  respect 
of  the  property,  and 
the  amount  charge- 
able in  respect  of  the 
occupation,  distin- 
guishing the  same" 
under  7  specific 
heads. 
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The  Lands  Valuation 
(Scotland)  Act  1854 

§7- 

"  It  shall  be  lawful 
for  any  assessor  to 
call  upon  any  person, 
being  a  proprietor  or 
reputed  proprietor  or 
tenant  or  occupier 
within  the  county  or 
burgh  or  district  for 
which  such  assessor 
is  appointed,  for  a 
written  statement  of 
the  yearly  rent  or 
value,  and  of  all  other 
particulars  required  by 
this  Act  of  all  lands 
and  heritages  within 
such  county  or  burgh 
or  district  of  which 
such  person  is  pro- 
prietor or  reputed 
proprietor,  or  tenant 
or  occupier." 


B 
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It  will  thus  be  seen  that  the  information,  of  which 
a  return  can  be  called  for  under  existing  legislation,, 
is  defined  in  the  Acts,  and  is  simple  and  specific.  It 
would  be  contrary  to  precedent  and  to  the  practice  of 
Parliament  to  confer  upon  any  body  public  or  private 
powers  of  the  vague  and  unascertained  description 
proposed :  which,  in  the  language  of  Adam  Smithy 
Objection  to  would  subject  the  people  to  the  frequent  visits  and 
powers       odious  examinations  of  the  tax-gatherers."  These 

proposed.  .  r  1 

powers  would  authorise  the  recovery  of  all  documents 
in  the  hands  of  the  owner,  however  private  or  con- 
fidential, or  however  immature  or  incomplete.  The 
Commissioners  could  compel  the  production  of  all 
valuations  made  by  or  for  the  owner ;  all  estimates 
and  proposals;  correspondence  of  any  date  and  of 
any  description  ;  books,  accounts,  jottings  and  memo- 
randums. Even  under  the  Income  Tax  Act  there 
is  no  such  power  of  discovery.  An  assessor  may 
require  production  of  a  lease ;  but  the  General  Com- 
missioners cannot  compel  the  production  of  business 
books  and  similar  documents.  They  can  only  (Act 
of  1842,  §§  123,  124)  put  questions  in  writing  and 
call  upon  the  party  to  verify  his  answers  on  examina- 
tion upon  oath. 


ROLL  OF  SITE  VALUES. 

When  the  returns  have  been  received  from  the 
owners  they  are  (§  17)  to  be  examined,  but  by 
whom  is  not  mentioned.  The  Commissioners  would 
therefore  be  entitled  to  entrust  this  duty  to  any 
person  whatever,  under  such  regulations  and  with. 
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such  instructions  as  they  thought  fit.    No  public 
department  is  ever  entrusted  with  such  power. 

If  no  objection  is  taken  to  the  return,  the  bill  1{oll  to  he 
provides  that  the  values  declared  in  the  return  shall  ^^^"^ 
be  adopted  as 

The  Original  Total  Value,  and 

The  Original  Site  Value. 

These  are  the  corner-stones  of  the  scheme. 

If  the  Commissioners  consider  that  the  total  or  Amendment 
site  value,  as  stated  in  any  return,  is  not  correct, 
they  are  to  object  to  the  return  and  communicate 
with  the  owner  of  the  land,  with  a  view  to  an  amend- 
ment of  the  return.  If  it  is  amended,  to  the 
satisfaction  of  the  Commissioners,  the  return  then 
becomes  the  original  total  and  the  original  site  value. 

This  is  another  illustration  of  the  despotic  power 
sought  by  the  Commissioners  of  Inland  Revenue. 

No  time  is  limited  within  which  the  returns  are 

to  be  examined  ; 
No  time  is  named  within  which  the  Commis- 
sioners may  object  to  the  returns  ; 
No  obligation  is  placed  upon  them  to  specify 

the  grounds  of  objection  ; 
No  specific  time  is  allowed  for  amending  a 
return. 

The  Bill  next  provides  for  the  cases  of  difference 
between  the  Owner  and  the  Commissioners  regarding 
the  returns.    Three  such  cases  are  contemplated. 
{a)  That  no  return  is  made. 
{K)  That  the   owner   refuses   to   amend  the 
return  which  he  has  made. 
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(c)  That  he  fails  to  amend  it  in  manner  satis- 
factory to  the  Commissioners. 
T>etermina-       In  any  of  these  cases  the  Commissioners  are  them- 

tim  of^        selves  to  determine  the  value  of  the  land  :  and  the 

Commtssion-    ^r-,     ,       ,  p.  ,  •      i    i    n  i 

grs,  iotal  and  Site  value  so  determmed  shall  be  adopted 

as  the  Original  Total  and  the  Original  Site  value 

respectively. 

Appeal.  Against  this  determination  an  appeal  is  permitted 

to  a  Referee  as  before  mentioned. 
Controlled  The  appeal  is  controlled  by  the  Treasury.  The 
the  Treasury,  ^-j^^  within  which  an  appeal  may  be  taken,  and  the 
manner  in  which  it  may  be  taken  are  to  be  fixed  by 
rules  made  for  the  purpose  by  the  Treasury.  The 
referee  to  whom  the  appeal  is  to  be  referred  is  to  be 
fixed  by  the  Treasury,  and  as  already  pointed  out, 
the  referee  is  to  be  paid  by  the  Treasury. 

It  might  have  been  thought  that  in  proposing  a 
scheme,  which  overturns  the  system  of  valuation  that 
has  been  in  use  from  time  immemorial,  every  provi- 
sion would  have  been  made  for  avoidance  of  error, 
and  for  safeguarding  the  rights  of  those  affected  by 
the  change.  So  far  from  this  being  the  case,  the 
owners  are  treated  as  criminals,  and  their  property  is 
to  be  valued  for  purposes  of  taxation  as  the  Com- 
missioners of  Inland  Revenue  or  their  paid  agent 
might  determine. 

The  majority  of  the  Select  Committee  of  1906 
admitted  that  a  valuation  of  site  values  was  difficult, 
but  thought  that  it  was  not  impracticable.  They 
recommended  that  provision  for  such  a  valuation 
should  be  made  :  but  knowing  the  difficulties,  they 
cautiously  added  "  that  no  assessment  be  determined 
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upon  until  the  amount  of  that  valuation  is  known  Valuation 
and  considered."    They  assumed  that  this  valuation  ^^^^  ^^^^  °f 
would  be  made  by  the  Assessors  under  the  Lands  ^^ade  in 
Valuation  Act.   The  Bill  of  1907  accordingly  placed  ^^'^^'^^O'  ^^y- 
the  proposed  ascertainment  of  Capital  Land  Values 
in  the  hands  of  the  ordinary  assessors  under  the 
Lands  Valuation  Act. 

The  Select  Committee  recognised  that  appeals 
might  be  numerous,  and  that  the  assessors  would 
require  expert  assistance.  In  their  opinion  it  was  T>ifficulties. 
"  undeniable  that  a  considerable  expenditure  of  time 
and  money  will  be  incurred  in  making  the  valuation 
for  the  first  time."  When  the  Bill  of  1907  came  to 
be  carefully  examined  it  was  seen  that  the  difficulties 
were  far  greater  than  had  been  estimated,  that  the 
expenditure  would  be  enormous,  and  that  the  benefits 
which  were  anticipated  from  the  change  were  vision- 
ary. It  was  pointed  out  that  the  Lands  Valuation 
Appeal  Court,  before  whom  appeals  would  come, 
had  already  indicated  that  many  of  the  methods, 
which  had  been  suggested  for  arriving  at  the  proposed 
valuations,  were  unsatisfactory. 

With  this  before  them  the  Government  now  pro-  Government 
pose  to  cut  the  knot,  by  superseding  the  ordinary 
officers  appointed  by  law  to  make  valuations ;  to  oust 
the  tribunal  constituted  by  Parliament  to  determine 
appeals  arising  on  valuations ;  and  to  entrust  the 
herculean  and  probably  impracticable  task,  and  in  any 
case  very  delicate  duty,  to  the  Commissioners,  who 
have  an  interest  strongly  adverse  to  that  of  the 
owners,  or  to  a  referee  nominated  by  the  Treasury 
who  are  to  profit  by  the  valuation.    Dr.  Johnson's 
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celebrated  description  of  the  excise may  not 
inappropriately  be  applied  to  the  new  impost ; — 
a  hateful  tax,  adjudged  not  by  the  common  judges 
of  property,  but  by  wretches  hired  by  them  to  whom 
excise  is  paid." 


DUTY  ON  UNDEVELOPED  LAND. 

The  Bill  proposes  (§io)  to  enact  that,  "there  shall 
be  charged,  levied  and  paid  for  every  financial 
year  in  respect  of  the  site  value  of  undeveloped 
Halfpenny  land  a  duty,  called  '  Undeveloped  Land  Duty,' 

at  the  rate  of  one  half-penny  for  every  twenty 
shillings  of  that  site  value." 

"Definitions,  As  the  provisions  for  ascertaining  the  proposed 
tax  are  somewhat  complicated,  it  may  be  convenient 
in  the  first  instance  to  quote  them  in  extenso. 

lo  (2)  Land  shall  be  deemed  to  be  undeveloped 
land  if  it  has  not  been  developed  by  being 
built  upon,  or  by  being  used  bona  fide  for 
any  business,  trade,  or  industry  other  than 
agriculture. 

Provided  that  where  any  land  having 
been  so  developed  becomes  vacant  or 
unoccupied,  or  ceases  to  be  used  for  the 
purposes  for  which  it  has  been  developed, 
it  shall  after  the  expiration  of  one  year 
be  treated  as  undeveloped  land  for  the 
purpose  of  undeveloped  land  duty  until 
it  is  again  developed. 
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(3)  For  the  purposes  of  undeveloped  land  duty, 
the  site  value  of  undeveloped  land  shall 
be  taken  to  be  the  value  adopted  as  the 
original  site  value  or,  where  the  site  value 
has  been  ascertained  under  any  subsequent 
periodical  valuation  of  undeveloped  land 
for  the  time  being  in  force,  the  site  value 
as  so  ascertained  : 

Provided  that  where  increment  value 
duty  has  been  paid  in  respect  of  the  in- 
crement value  of  any  undeveloped  land, 
the  site  value  of  that  land  shall,  for  the 
purposes  of  the  assessment  and  collection 
of  undeveloped  land  duty,  be  reduced  by 
a  sum  equal  to  five  times  the  amount  paid 
as  increment  value  duty. 

(4)  For  the  purposes  of  Undeveloped   land  Minerals 

duty,  undeveloped  land  does  not  include  the 
minerals  underneath  the  surface  of  the 
land. 

Certain  exemptions  from  Undeveloped  land  duty  Exemptions. 
are  allowed.    These  are  : 

Any  land  the  site  value  of  which  does 
not  exceed  ^^o  per  acre. 

(^)  Agricultural  land,  exceeding  in  value  £^0 
per  acre,  in  so  far  as  the  site  value  is  due 
to  the  value  of  the  land  for  agricultural 
purposes. 

ic)  Parks,  gardens,  or  open  spaces  which,  in 
the  opinion  of  the  Commissioners  \of  Inland 
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Revenue],  are  open  to  the  public  as  of 
right. 

(^)  Such  parks,  reasonable  access  to  which  is 
granted  to  the  public,  where  in  the  opinion 
of  the  Commissioners  that  access  is  of  benefit 
to  the  public  as  contributing  to  the  amenity 
of  the  locality. 

{e)  Land  which  is  used  for  the  purpose  of 
games  or  other  recreation  where  the  Com- 
missioners are  satisfied  that  the  land  is  for 
the  benefit  of  the  public  or  of  the  inhabi- 
tants of  the  locality,  and  that  the  land  is 
held  on  at  least  a  five  years'  lease. 

The  opinion  of  the  Commissioners  on  the  above 
points  in  and  e  is  to  be  final  and  not  subject 

to  any  appeal. 

This  is  a  further  illustration  of  the  manner  in 
which  the  Commissioners  seek  to  set  themselves 
Literary       above  the  law.    Literary  and  Scientific  Institutions, 
InsHtutions.    Charitable  and  Educational  Institutions,  and  several 
others  of  a  like  character  are  exempt  from  property 
tax  assessed  under  the  Act  of  1842  (see  §61),  but 
Courts         it  is  the  Courts  of  Law,  not  the  Board  of  Inland 
superseded.     Revenue,  which  determine  whether  a  particular  Insti- 
tution is  entitled  to  exemption. 

These  Institutions  are  (§  25)  to  be  exempt  from 
rating  for  the  new  tax,  but  the  provisions  of  the 
Income  Tax  Act  are  again  altered,  and  as  regards 
the  new  duties  it  is  the  Commissioners,  and  not 
the  Courts  of  Law,  that  are  to  decide  whether  any 
particular  Institution  is  entitled  to  exemption. 
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(5)  Land  not  exceeding   an   acre   in  extent 

attached  to  a  dwelling  house,  and  valued 
with  it  for  inhabited  house  duty. 

(6)  Where  land  consists  of  gardens  or  pleasure 

grounds  exceeding  one,  but  not  exceeding 
two  acres,  a  certain  deduction  of  duty  is 
to  be  allowed. 

(7)  Agricultural  land  at  the  date  of  the  Act 

held  under  lease  created  before  30th  April, 
1909,  the  term  of  which  did  not  exceed 
2 1  years,  but  that  only  during  the  currency 
of  the  lease. 

Turning  to  the  first  exemption,  it  will  probably  be  Agricultural 
suggested  that  it  is  intended  to  apply  to  moorland, 
hill  pasture,  and  ordinary  agricultural  land.  This 
may  be  so,  but  the  terms  of  the  Bill  are  not  very 
clear  or  precise.  If,  however,  such  land  was  exempted 
from  undeveloped  land  duty,  it  would  be  merely 
to  escape  Scylla  to  fall  into  Charybdis,  for  it  would 
be  liable  to  Increment  value  duty,  as  will  presently 
be  explained. 

"W  hile  certain  land  is  to  be  exempted  from  Un-  Values  of  all 

developed  land  duty,  it  is  not  to  be  forgotten  that  ^"^^"^f . 
^  J  ^     ^  °  ascertained. 

all  land  of  every  description,  and  by  whomsoever 
held,  is  intended  to  be  entered  on  the  new  Valuation 
Roll,  and  its  total  and  site  values  distinguished. 

Good  agricultural  land  in  the  neighbourhood  of  Value  of 
Glasgow  rents  at  from  30s.  to  45s.,  and  inferior  or  ^^fj^^^^^^^^ 
secondary  agricultural  land  at  from  9s.  to  1 5s.  per  acre. 
The  capital  value  of  the  former  may  run  from  25  to 
27  years'  purchase  of  the  net  return,  and  of  the  latter 
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from  12  to  20  years'  purchase,  according  to  situa- 
tion. In  some  cases,  where  land  in  the  neighbour- 
hood of  populous  places  is  laid  down  in  grass,  it 
may  bring  as  much  as  50s.  per  acre  for  what  is 
known  as  "  accommodation  "  parks  for  cattle  sales- 
men, butchers  and  cowfeeders.  For  market  gardening 
and  other  special  purposes  it  may  yield  still  more. 

Agricultural  land  to  produce  the  returns  above 
mentioned  is  fenced,  drained,  and  provided  with  a 
suitable  residence  and  necessary  farm  buildings. 
These  in  Scotland  are  always  valued  along  with  and 
as  part  of  the  land,  not  separately.  The  soil  has  also 
been  highly  improved,  and  its  fertility  has  been 
increased  ten-  twenty-  fifty-fold  within  the  last  150 
years. 

Total  value.  Assuming  a  rent  of  40s.  per  acre  as  an  average 
value  and  25  years'  purchase  as  the  market  value, 
this  would  give  the  Total  Value  of  the  land. 

■Site  value.  To  ascertain  its  Site  Value,  the  land  must,  in 
accordance  with  §  14  of  the  Bill,  be  viewed  as  being 
offered  to  sale  divested  of  buildings  and  fences  and 
other  structures  on  the  ground,  of  drains  and  other 
structures  in  or  under  the  surface,  and  of  hedges, 
trees,  and  all  other  things  growing  thereon.  Such 
land  would  cease  to  be  agricultural  land,  and  would 
be  unsaleable  for  the  purposes  of  agriculture,  but 
nevertheless  §11  says  that  its  value  for  agricultural 
purposes  is  to  be  taken  into  account,  and  it  might 
turn  out  that,  notwithstanding  the  definition,  ordi- 
nary agricultural  land  might  be  made  liable  to  this  tax. 

But,  assuming  that  the  site  value  of  ordinary 
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agricultural  land  was  held  to  be  nil,  the  question 
would  next  arise  whether  it  had  a  site  value  for 
other  purposes,  such  as  building. 

This  brings  us  back  to  the  definition  of  un-  Undeveloped 
developed  land,  that  is  land  not  developed  by  being 
built  upon  or  used  for  industrial  purposes  other 
than  agriculture.  The  aim  of  the  Bill  obviously  is 
to  claim  as  undeveloped  land,  all  unbuilt  land  within 
and  in  the  neighbourhood  of  towns,  which  may  in 
course  of  time  be  used  for  houses  or  factories. 
The  terms  of  the  clause,  however,  reach  much 
further,  and  would  cover  any  land  anywhere  which 
could  be  built  upon. 

The  Corporation  of  Glasgow,  a  few  years  ago,  Proposed 
promoted  a  Bill  for  powers  to  include  within  the  ^q/J^/^^^^ 
burgh  upwards  of  15,500  acres  to  the  south-west 
of  the  town.  The  Bill  was  opposed  and  dropped. 
The  area  in  question  embraced  a  large  extent  of 
agricultural  land,  and  also  a  considerable  amount  of 
land  covered  with  buildings,  consisting  of  tenements, 
terraces,  villas,  cottages  and  factories.  Had  that  area 
been  included  in  Glasgow  it  would  have  been  in 
the  same  position  as  unbuilt  land  within  the  existing 
municipal  boundaries. 

For  the  purposes  of  the  proposed  taxation  it  would  Suburban 
be  contended  that  it  made  no  difference  that  it  was 
not  within  the  burgh,  and  that  as  matter  of  fact  it 
could  be  built  on.  That  physically  it  could  be  built 
upon  is  conceded.  That  it  may  at  some  future  time 
be  built  upon  may  be  true.  That  every  individual 
acre  can  now  be  built  upon,  except  at  a  loss,  will  be 
disputed  by  no  one  conversant  with  the  subject. 
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If  a  circle  were  drawn  round  Glasgow  so  as  to 
include  all  the  land,  similarly  situated  to  the  15,500 
acres,  it  would  embrace  an  area  of  about  80,000  to 
90,000  acres.  All  that  land,  and  all  the  land  within 
many  widening  circles  beyond  it,  could  equally  be 
described  as  land  that  could  be  built  upon. 

Taking  the  immediate  belt  round  Glasgow,  there 
are  not  only  several  towns  and  villages,  but  there  are 
scattered  all  over  the  area  dwelling  houses,  factories 
and  other  buildings.  Building  has  been  going  on 
continuously  for  the  last  200  years  as  demand 
required. 

Land  that  Now  undeveloped  land  is,  in  the  language  of  the 
could  be  built        i^j^^  j^^g        de  facto,  been  built  upon  or 

upon  included.        '  .  . 

used  for  any  business,  trade  or  industry.    It  clearly 

follows  that  once  the  possibility  of  building  upon 
land  is  granted,  it  becomes  "  undeveloped  land  "  if  it 
has  not  been  built  upon.  A  fringe  round  every  town 
and  village  would  therefore  be  claimed  by  the  Com- 
missioners as  falling  under  this  category.  That  is 
clearly  the  purport  of  the  Bill. 


THE  INCIDENCE  OF  SITE  TAX  UNDER  THE  BILL 
OF  1906  AND  UNDER  THE  FINANCE  BILL. 

The  Bill  of  1906,  as  already  explained,  extended  to 
Scottish  burghs  only,  but  it  applied  to  all  land — built 
as  well  as  not  built — within  the  burgh,  and  proposed 
to  impose  an  assessment  on  its  capital  value. 
Bill  applies  The  Finance  Bill  applies  to  all  land  in  the  United 
in  U.K.  Kingdom ;  but  the  Undeveloped  land  duty  is  to  be 
levied  only  upon  land  which  has  not  been  built 
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upon ;  and  upon  the  surface  only,  the  minerals  being  Undeveloped  I 

excluded,  and  subjected  to  separate  duty.    Land      applies  1 
,  ^  only  to  vacant 

already  built  upon  is  not  to  be  subject  to   xjn- land.  . -.-j.^;^ 

developed  land  duty  so  long  as  the  building  is  main- 
tained, but  it  is  to  be  liable  to  the  other  two  taxes. 

The  change  has  been  made  to  escape  from        Variation  of 

difficulties   and   absurdities  which  would  arise  in  ^l^^  ^^^^^ 

towns. 

fixing  the  land  values  of  built  property  in  the  streets 
of  a  town.  Within  a  few  hundred  yards  in  one 
•street  in  Glasgow,  the  land  value  of  four  built  sites, 
calculated  according  to  the  only  method  proposed, 
ranges  from  ^8  9s.  to  14s.  per  square  yard. 

The  amenities  of  each  pair  of  sites  are  identical,  but 
the  land  value  in  the  one  case  varies  from  to 
14s.,  and  in  the  other  from  9s.  to  ^^32. 
The  character,  cost,  and  rent  of  the  buildings 
determine  the  value  of  the  site  in  the  case  of  built 
property.  A  building  which  costs  ^\ooo  may  pro- 
duce as  large  a  rental  as  one  which  costs  £2000,  but 
this  would  make  a  difference  of  ;/^iooo  in  the  land 
value,  although  the  areas  were  identical.  The  land 
value  of  two  equal  and  similar  sites,  standing  side 
by  side  on  the  same  street,  ought  to  be  the  same,  if 
that  value  was  attributable  to  the  land  itself.  When 
in  fact  the  land  value  of  such  sites  differs  by  as 
much  as  300  to  400  per  cent,  it  is  evident  that  to 
fix  anything  approaching  a  uniform  rate  of  value, 
even  in  the  same  street,  is  an  impossibility  ;  and  this 
the  Government  recognise  by  abandoning  the  attempt 
to  lay  the  Undeveloped  land  duty  on  the  site  value 
of  built  property. 

This  change  differentiates  the  proposals  of  the 
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Difference 
between 
present  and 
former 


Principle  of 
the  Report 
of  1^06. 


Now  rejected. 


Tax  divided 
into  three 
parts. 


Government  from  all  that  has  hitherto  been  con- 
tended for  by  those  who  support  the  taxation  of 
land  values.  The  essence  of  their  scheme  was  the 
taxation  of  the  site  in  every  case,  whether  that  site 
was  built  upon  or  was  vacant. 

This  was  the  leading  feature  of  the  Report  of  the 
Select  Committee  of  1906.  "The  main  principle, 
which,  in  the  opinion  of  your  Committee,  underlies 
the  proposals  to  tax  land  values,  is — the  setting  up 
of  a  standard  of  rating  whereby  the  ratepayers' 
contribution  to  the  rates  is  determined  by  the  yearly 
value  of  the  land  which  he  owns  or  occupies,  apart 
from  the  buildings  and  improvements  upon  it,  the 
object  being  to  measure  the  ratepayers'  contribution, 
not  by  the  value  of  the  improvements  on  the  land  to 
any  extent,  but  solely  by  the  yearly  value  of  the  land 
itself."  This  was  given  effect  to  in  the  Bill  of  1907, 
which  provided  for  the  ascertainment  of  the  land 
values  of  all  sites.  This  is  now  rejected  ;  the  "main 
principle"  is  gone.  Buildings  and  improvements 
are  to  be  assessed  for  local  rates  and  taxed  for 
imperial  purposes,  just  as  before. 

The  abandonment  of  the  original  scheme  con- 
demns the  Report  of  the  Select  Committee,  and 
the  Bill  of  1907  ;  and  wholly  justifies  those  who 
opposed  it.  Instead  of  frankly  admitting  that  the 
scheme  was  a  mistake  and  implied  an  impossibility, 
the  Government  attempt  to  juggle  with  the  proposal 
by  dividing  the  land  imposts  into  three  parts.  They 
exempt  built  property  from  Undeveloped  land  duty, 
but  make  it  liable  for  Increment  Value  duty  and 
Reversion  duty.     The  ascertainment  of  the  site 
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value  of  built  property  will  still  be  required  for  this 
purpose  ;  but  its  absurdity  will  be  less  apparent,  while 
its  injustice  will  be  greater,  for  each  site  will  be  valued 
separately  and  without  reference  to  its  neighbour. 

The  Bill  of  1906  proposed  to  take  four  per  cent.  Amount  of 
of  the  site  value  as  its  annual  value  ;  and  to  autho- 
rise  burgh  authorities  to  assess  on  such  annual  value 
at  a  rate  not  exceeding  2s.  per  £.  Thus,  suppose 
the  site  value  was  fixed  at  ;^iooo,  the  annual  value 
would  have  been  ;^40,  and  a  rate  of  i  s.  per  £  would 
have  been 

The  Undeveloped  land  duty  is  put  at  |d.  per  £  of 
site  value,  which  is  practically  equal  to  a  tax  of  is. 
per  of  annual  value.  On  a  site  value  of  £\ooo 
it  would  be  £i  is.  8d.,  as  against  the  {ji  of  1906. 
A  shilling  in  the  pound  on  the  annual  value  of  the 
land,  it  will  be  remembered,  is  the  amount  of  the 
land  tax,  as  fixed  by  the  Finance  Act  of  1896  (§  31). 

As  will  be  afterwards  shown,  if  the  so-called 
site  value  of  unbuilt  land  were  duly  ascertained  it 
would  not  exceed  its  present  rateable  value  ;  but 
in  the  first  instance  let  us  examine  the  proposals 
of  the  Bill  and  their  result. 

ASSESSMENT  OF  UNDEVELOPED  LAND  DUTY. 

Assuming  that  unbuilt  land  only  is  proposed  to 
be  taxed  under  this  head,  the  first  question  that  ^ite  value^ 
would  arise  is,  what  is  the  site  value  of  the  land } 
That  it  is  land  divested  of  buildings  and  fences, 
of  agricultural  drains  and  of  trees  and  bushes  may  be 
no  objection  if  it  is  to  be  built  on  at  once,  but  it 
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would  be  a  serious  drawback  if  building  were  post- 
poned.  Its  value  is  "  the  amount  which  the  fee  simple 
of  the  land,   if  sold   at  the  time  in   the  open 
market  by  a  willing  seller,  might  be  expected  to 
realise."     The   obvious   inquiry  of  the  Commis- 
Adjoining    sioners  would  be,  what  has  similar  adjoining  land 
l(ind.        realised      If  an  acre  on  one  side  of  a  road  has 
realised  l^'^oo^  should  an  acre  on  each  side  of  it  and 
the  corresponding  three  acres  on  the  opposite  side 
not  realise  the  same.^^    It  may  be  admitted  that 
they  would  realise  the  same  amount  if  a  sale  were 
made.    A  sale  has  not  been  made,  and  it  may  there- 
fore be  concluded  that  the  land  is  unsaleable  at  that 
price.    The  language  of  the  clause  in  the  Bill  has 
evidently  been  carefully  chosen  to  dispose  of  this 
view.    The  Commissioners  would  undoubtedly  con- 
tend that  it  is  immaterial  whether  the  land  could,  in 
Hypothetical  "^om.^.  of  fact,  be  sold,  or  whether  a  purchaser  could 
sale.  found.    They  would  say  that  the  Act  contem- 

plates a  hypothetical  sale,  and  consequently  that  the 
existence  of  a  hypothetical  purchaser  must  be  assumed. 
Plot  A  has,  in  fact,  been  sold  at  ;£300  ;  if  plot  B 
next  to  and  identical  with  it  was  sold  the  hypothetical 
purchaser  would,  in  their  view,  give  ;^300  for  it. 
There  is  no  question  that  the  Commissioners  would 
so  decide,  and  it  may  be  taken  that  "  the  person 
having  experience  in  the  valuation  of  land,"  acting 
as  referee,  would  follow  suit.  If  this  was  deemed  to 
be  a  question  of  law,  and  the  referee  was  induced 
to  state  a  case  for  the  opinion  of  the  Court,  they 
would  probably,  on  the  terms  of  the  clause,  affirm 
the  decision. 
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The  hypothetical  tenant "  is  a  familiar  figure  in  Hypothetical 
Courts  of  law.  He  is  introduced  for  the  purpose 
of  finding  a  letting  value  in  unusual  circumstances. 
The  hypothetical  purchaser  required  by  the  bill 
would,  however,  be  a  wholly  difiFerent  person.  There 
is  not  the  slightest  analogv  between  the  cases.  The 
Lands  Valuation  Act  of  1854  (§  6)  directs  that  the 
value  to  be  entered  on  the  Valuation  Roll  is  the 
rent  at  which,  one  year  with  another,  the  land  might 
in  its  actual  state  be  reasonably  expected  to  let  from 
year  to  year.  It  is  here  that  the  hypothetical  tenant 
is  produced.  The  subject  to  be  valued  is  the  pro- 
perty in  its  actual  state.  The  value  to  be  ascertained 
is  its  worth  by  the  year.  Undoubtedly  troublesome 
cases  arise,  and  the  question  has  in  some  cases  to  be 
settled  by  taking  a  percentage  on  cost,  or  on  profits, 
or  some  similar  factor,  all  of  which  have  been 
received  with  disfavour  by  the  Lands  Valuation 
Appeal  Courts. 

But  in  the  case  of  valuation  for  site  value,  the  land  Hypothetical 

is  to  be  valued,  not  in  its  actual  state,  but  in  a  hy po- 

thetical  state.    The  hypothetical  purchaser  is  not  the 

purchaser  of  the  land  as  it  is  being  used,  but  of 

the  land  as  if  it  were  put  to  a  totally  different  and 

undefined  use.    The  rent  of  the  hypothetical  tenant 

is  determined  by  the  existing  improvements  on  the 

land ;  the  price  of  the  hypothetical  purchaser  is  to 

be  arrived  at  by  the  disregard  of  all  improvements. 

The  question  in  the  one  case  is  what  would  a  tenant 

give  for  the  property  as  it  stands  ?  and  in  the  other 

what  would  a  purchaser  give  for  the  property  in  some 

other  condition  than  that  in  which  it  does  stand  ?  To 

c 
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make  the  two  cases  analogous,  it  would  be  necessar)^ 
in  the  case  of  the  hypothetical  tenant  to  ask  What 
rent  the  property  might  be  expected  to  let  in  some 
state  other  than  its  actual  state,  and  a  state  which 
cannot  be  determined  ? 

It  will  be  argued  that  unbuilt  land  is  at  present 
Estate  duty,  valued  for  Estate  Duty  purposes  (Finance  Act  of 
1894,  §  7,  sub-sec.  4).  It  is  true  that  it  is  so 
valued  ;  but  the  basis  of  valuation  is  not  that  which 
is  proposed  in  the  Bill.  The  property  is  taken  in 
its  actual  condition,  keeping  in  view  its  prospects  of 
an  increased  income.  The  experience  of  the  settle- 
ment of  death  duties,  when  unbuilt  land  is  concerned, 
is  not  however  reassuring.  When  land  is  valued  on 
the  basis  of  rental  there  is  comparatively  little  difficulty 
in  arriving  at  a  just  estimation.  When  there  is  an 
expectation  of  a  more  remunerative  use  of  the 
land  than  for  agriculture  the  case  is  different.  The 
valuation  then  becomes  a  guess,  mere  pitch-and-toss, 
and  is  seldom  satisfactory. 

There  is,  however,  a  material  difference  between 
the  case  of  estate  duty  and  undeveloped  land  duty. 
The  latter  is  to  be  an  annual  duty  ;  estate  duty  is 
a  single  payment  and  occurs  but  once  in  a  lifetime. 
In  settling  the  death  duties,  all  incumbrances  on  the 
Allowance  for  land,  such  as  loans,  charges,  feu-duties,  and  the  like. 
Incumbrances.       ^Howed  for,  and  duty  is  paid  only  on  the  balance. 

In  determining  both  total  value  and  site  value  the 
land  is  (Bill,  §  14)  to  be  deemed  to  be  sold  free  from 
incumbrances.  If  a  plot  of  land  valued  at  £yooo 
has  been  mortgaged  for  l^iooo  and  is  subject  to  a 
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feu-duty  of  ;^2  5,  death  duties  would  be  paid  on 
;^I500;  undeveloped  land  duty  would  be  paid  on 
£3000. 

The  policy  of  the  Commissioners,  to  engross  Jj>peal 
power  and  to  escape  from  review  again  appears  in  ^^^^^^ 
this  connection.  Under  the  Finance  Act  of  \%^\  valuation  for 
(§  10),  any  person  aggrieved  by  the  valuation  of  the  ^^^^^^  '^^^y- 
property  made  by  the  Commissioners  may  appeal,  in 
England  or  Ireland  to  the  High  Court,  and  in  Scot- 
land to  the  Court  of  Session  ;  and  in  certain  cases  to 
the  County  Court  in  England  or  the  Sheriff  Court 
in  Scotland  ;  and  the  determination  of  such  courts 
may,  under  certain  conditions,  be  brought  before  the 
House  of  Lords  for  review.  In  the  course  of  such 
appeal  the  court  may  refer  any  question  of  disputed 
valuation  to  the  arbitration  of  a  valuer.  This  valuer 
is  not,  however,  appointed  by  the  court,  or  by  the 
Treasury,  but  is  selected  by  the  court  from  a  list  in 
each  county  drawn  up  by  its  county  council.  This 
is  too  much  for  the  Commissioners,  and  by  the  Bill 
(§  44  and  the  sixth  Schedule)  they  seek  to  get 
rid  of  valuers  appointed  by  independent  public 
authorities  and  to  substitute  hirelings  of  their  own, 
the  referees  already  referred  to. 

Take  another  sample  of  the  determination  of  the  No  exemption 

Government  to  grind  the  faces  of  poor  owners  of  land>^    ,  , 
TT    1  11  1    •  undeveloped 

by  this  Bill.    Undeveloped  land  duty,  although  m-  Und  duty  for 

tended  to  be  an  annual  charge  and  consequently  to  ^^^^^ 
,         .  1   r         •  •  1  J       T  incomes. 

be  paid  from  mcome,  is  not  to  be  treated  as  Income 

Tax.    The  Land  tax  is  an  impost  of  the  same 

nature  as  undeveloped  land  duty,  but  is  regarded 

by  Parliament  as  a  burden  on  the  rents  and  profits 
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of  the  land  from  which  it  is  payable,  and  therefore 
if  the  owner  is  entitled  to  exemption  from  or  abate- 
ment on  income  tax  he  has  a  similar  exemption  or 
abatement  as  regards  Land  tax  (The  Finance  Act 
of  1898,  §12).  The  explanation  will  probably  be 
that  there  will  be  no  revenue  from  undeveloped 
land  wherewith  to  pay  the  duty  and  that  it  is  in- 
tended to  be  a  charge  upon  capital.  To  say,  how- 
ever, that  a  poor  man  should  have  no  relief  because 
the  tax  has  left  him  with  no  income  does  not  seem  to 
be  a  logical  or  considerate  position. 

Care  has  been  taken  in  previous  Finance  acts  to 
safeguard  the  interests  of  the  taxpayer  against  the 
claims  of  the  Commissioners  :  but  in  the  Finance 
Bill  of  1909,  every  device  is  resorted  to,  to  entrap 
and  coerce  the  landowner.  The  crack  of  the 
taskmaster's  lash  rings  in  every  clause. 

'No  rules  for  The  Chancellor  of  the  Exchequer  will  doubtless 
fixing  values,  pj-^f^gg  ^j^^^.  ^h^j^  fixing  the  site  value  of  undeveloped, 
that  is  unbuilt  land,  every  circumstance  bearing  on 
its  value  will  be  taken  into  consideration  and  allowed 
for.  We  know  at  what  rate  to  appraise  such 
professions.  If  they  meant  anything  why  are  they 
not  embodied  in  specific  rules  in  the  bill }  The 
Board  fret  if  they  are  directed.  The  Finance  Act  of 
1894  (§  7,  sub-sec.  5)  provides  that  the  value  of  agri- 
Alterat'ion  of  cultural  land  is  not  to  exceed  twenty-five  times  the 

Finance  Act  annual  value  as  assessed  under  Schedule  (A)  of  the 
of  1894.  .  .     ^  ^  . 

Income  Tax  Act,  after  making  certain  deductions. 

The  Treasury  now  ask  Parliament  to  repeal  this  pro- 
vision and  to  leave  the  valuation  to  the  uncontrolled 
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discretion  of  their  own  nominees.    (Finance  Bill 

§  44  and  the  sixth  Schedule.) 

The  explanation  of  the  reluctance  of  the  Govern-  What  is 

ment  to  make  any  suggestion  as  to  the  manner  q{P^^P^^^  '^^ 
J     ^ob  ^  ^  not  valuation 

valuing  unbuilt  land  is,  that  what  is  proposed  is  noX.  but  conjecture. 

valuation,  in  the  ordinary  and  legitimate  sense  of  the 

term,  but  the  calculation  of  a  probability  ;  and  not  all 

the  learning  in  the  Ars  Conjectandi  of  Bernoulli,  or 

the  Theorie  des  Probabilites  of  Laplace,  would  provide 

a  satisfactory  formula  for  estimating  the  chance  of  a 

particular  piece  of  land  being  sold  at  a  particular 

time,  at  a  particular  price.    The  recorded  experience 

of  human  life  enables  an  actuary  to  calculate,  almost 

exactly,  how  many  of  100,000  persons  of  certain 

ages  will  be  alive  at  certain  dates  in  the  future,  and 

to  base  thereon  the  price  to  be  paid  for  selling  them 

annuities  or  the  premium  to  be  charged  for  an 

insurance  on  their  lives ;  but  neither  actuary  nor 

Inland  Revenue  officer  can  calculate  the  chances  of  a 

single  life.    A  man  aged  30  may  die  to-morrow  or 

he  may  live  to  100. 

The  expectation  of  life  of  a  man  or  of  a  woman  Expectation 

aged  ^o  is,  however,  known,  and  all  succession  duties  ^-f^^ 
°      ^  '  '  determinable. 

under  the  Act  of  1853  were,  and  some  of  them  still 

are,  paid  in  accordance  with  this  expectation.  In 
any  particular  case  the  amount  paid  may  diffisr  con- 
siderably from  what  would  be  due  on  the  value  of 
the  succession  as  determined  by  the  exact  life  of  the 
successor  ;  but  taken  over  a  large  number  of  cases 
the  amount  paid  is  correct.  There  may  be  some 
injustice  done  to  one  individual  and  some  gain  may 
accrue  to  another,  but  it  is  within  as  narrow  limits 
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Expectation 
of  sale  is  not 
determinable. 


as  science  can  determine.  The  age  of  the  successor 
is  a  definite  starting  point,  his  expectation  of  life  has 
been  ascertained  from  the  experience  of  an  enormous 
number  of  instances.  The  expectation  of  the  sale  of 
land,  in  a  hypothetical  condition  and  for  a  hypo- 
thetical use,  is  wholly  different.  Every  element  on 
which  a  calculation  could  be  based  is  awanting. 
Hence  the  disinclination  of  the  Government  to 
hamper  the  Commissioners  by  any  conditions  that 
would  make  it  definite. 

There  is  not  the  least  doubt  that  the  intention 
is  to  take  the  price  of  land  actually  sold  as  the 
value  of  adjoining  land  hypothetically  sold.  The 
owner  may  contend  that  the  adjoining  lot  was  sold 
ten  years  ago,  and  no  purchaser  has  yet  come 
forward  for  his.  The  answer  of  the  Commissioners 
would  be,  that  they  are  told  to  assume  that  there 
is  a  yearly  increment  of  value,  and  that  he  should 
be  thankful  that  they  do  not  add  that  to  the 
valuation. 


Example  of 

Proposed 

Valuation. 


Now  look  at  the  result  of  this  course.  Take 
an  acre  of  land  in  the  neighbourhood  of  Glasgow, 
yielding  40s.  a  year.  The  deduction  for  local  rates 
and  taxes  payable  by  the  owner,  management,  repairs 
and  other  outgoings  amount,  as  shown  by  estate 
accounts,  to  about  12s.  8d.  per        but  take  them 


^  Local  rates,  including  Minister's  stipend  and 

Heritor's  assessment  ----- 
Property  Tax  and  Land  Tax  -  -  -  - 
E.epairs,  management,  and  other  necessary  outgoings 


S.  D. 

3  loi  per  £ 
I  2 

7    8  „ 


12    8  J  per  £ 
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at  los.j  that  is  20s.  on  a  40s.  rental,  which  leaves 
a  clear  balance  of  only  20s. 

The  Undeveloped  land  duty  would  be  as  follows  : 

Site  value  per  acre.  Tax  at  Jd.  per  JP^. 

I12O  5s. 

240  lOS. 

360  15s. 

480  20s. 

600  25s. 

720  30s. 

On  the  first  two  values  the  net  revenue  would  Result. 
thus  be  reduced  to  15s.  or  los.    On  the  third  it 
would   be   reduced    to    5s.  ;    on   the   fourth  the 
balance  of  rent  would  disappear. 

A  site  value  of  £120  would  probably  never  be 
entertained  for  ordinary  unbuilt  land  in  the  neigh- 
bourhood of  Glasgow.  £2^0  might  be  accepted  in 
some  cases,  and  this  would  leave  a  trifle  to  the  owner. 
With  £^^0  his  interest  would  almost  vanish.  The 
limit  of  assessment  fixed  in  the  Bill  of  1906  was  2s. 
per  £  of  annual  value,  equal  to  a  little  under  a  penny 
on  the  basis  of  the  Bill,  and  the  Chancellor  of  the 
Exchequer  tells  us  that  he  is  surprised  at  his  own 
modesty  in  asking,  for  the  present,  only  a  halfpenny. 
A  penny  tax  on  a  site  value  of  £^2^0  would  absorb 
the  whole  rent  and  would  leave  only  a  pittance  on 
a  value  of  £120  per  acre. 

The  charges  on  land  rental  in  the  immediate 
neighbourhood  of  Glasgow  may  be  higher  than  those 
in  some  other  parts  of  the  country,  but  everywhere 
they  are  heavy,  and  even  if  they  be  taken  at  no 
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more  than  from  6s.  to  8s.  on  the  pound,  the  pro- 
posed tax  would  be  most  oppressive.  In  many 
cases  too,  if  the  charges  are  less,  the  rent  may  be 
lower.  Thus  if  charges  be  taken  at  6s.  per 
pound,  this  would  on  a  30s.  rent  be  9s.,  and 
would  leave  only  21s.  to  meet  the  undeveloped  land 
duty. 


Incumbrances 
not  allowed 
for. 


Restrictions 
not  allowed 
for. 


In  this  statement  it  is  assumed  that  the  land 
is  not  subject  to  any  burden,  except  rates,  taxes, 
and  the  ordinary  outgoings  for  repairs,  manage- 
ment, and  the  like.  This,  however,  is  far  from 
being  true.  In  most  cases  land  is  subject  to  some 
other  burden  ;  a  feu-duty  or  ground  annual,  an 
annuity,  a  loan  or  mortgage.  These  are  not  to 
be  taken  into  account.  As  has  been  explained,  the 
value  of  the  land  is  to  be  ascertained  as  if  it  were 
sold  free  of  incumbrances.  In  all  cases  where  such 
burdens  are  considerable,  the  ruin  of  the  owner  is 
close  at  hand.  The  security  of  the  creditor  or 
annuitant  is  imperilled,  and  in  many  cases  would  be 
swept  away. 

It  is  also  assumed  that  the  land  is  unrestricted. 
It  may,  however,  be  subject  to  a  restriction  which 
materially  impairs  its  selling  value.  Whether  this  is 
to  be  taken  into  account  in  the  hypothetical  valuation 
that  is  to  be  made,  will  depend  upon  the  judgment  of 
the  Commissioners.  It  is  only  to  be  considered 
when,  in  their  opinion^  "  the  restraint  imposed  is 
reasonably  necessary  in  the  interests  of  the  public,  or 
in  view  of  the  character  and  surroundings  of  the 
neighbourhood."    Their  opinion  must  not  be  gain- 
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said  by  the  unfortunate  owners.  It  is  (§  14)  final 
and  not  subject  to  appeal.  The  landowner  is  a  per- 
son without  rights,  a  worm  to  be  crushed  by  the 
Commissioners. 

He  has  yet  further  ground  of  complaint  under  They  subsist 
the  provisions  of  the  Bill.  The  opinion  of  the  ^i^g^^^^ilm' 
Commissioners  does  not  release  the  land  from  a  ofCommis- 
restraint  which  they  do  not  recognise.  The  restric- 
tion  still  remains  and  is  binding  upon  the  land  and 
its  owner.  If  the  land  is  restricted  to  the  building 
of  villas,  he  cannot  build  tenements ;  if  it  is  restricted 
to  dwelling  houses  he  cannot  build  a  factory,  and  so 
on.  Land  restricted  to  villas  may  be  worth,  say  ;£500 
an  acre ;  if  shops  and  tenements  could  be  erected 
upon  it  it  might  be  worth  £1000  or  ;^I500.  If  the 
Commissioners  were  to  determine  that  the  restraint 
was  not  reasonably  necessary,  and  that  this  was  good 
tenement  ground,  the  tax  would  be  doubled  or  trebled 
although  the  restriction  still  subsisted  and  could  not 
be  got  rid  of.  The  removal  of  the  restriction  would 
probably  stop  building.  Villas  will  not  be  built  along- 
side of  tenements;  and  tenements  cannot  be  built  where 
there  is  not  a  considerable  population  to  fill  them. 

The  aggregate  area  of  the  various  burghs  in  Scot-  Unbuilt  area 
land  is  1 50,000  acres.  Of  this  area  about  one-third,  ^^^^^f^^^ 
or  50,000  acres,  has  been  built  upon ;  the  remainder, 
or  100,000  acres,  is  land  which  has  not  been 
developed  by  being  built  upon,  or  used  for  any 
business,  trade,  or  industry  other  than  agriculture. 
That  is  (Bill,  §  10,  sub-sec.  2),  it  is  undeveloped  land, 
and  would  under  its  provisions  become  liable  to 
taxation. 
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Effect  of  tax  It  will  no  doubt  be  argued  that  while  the  whole 
m  ncome.  gristing  revenue  of  the  land  may  be  swept  away,  as 
has  just  been  shown,  undeveloped  land  duty  is  not  a 
charge  upon  income ;  and,  although  the  owner  may 
have  no  annual  return  from  his  land,  he  is  anticipat- 
ing a  large  profit  on  the  sale,  and  that  it  is  out  of  this 
he  is  expected  to  pay  the  tax.  This  might  be  in- 
telHgible  as  regards  increment  duty,  but  it  has  no 
applicability  as  regards  undeveloped  land  duty.  The 
payment  of  the  tax  would  be  a  certainty  ;  its  recovery 
on  a  sale  would  be  a  contingency.  The  only  means 
of  living  of  many  a  landowner  is  the  rent  or  profits 
of  his  land.  The  proposal  of  the  Bill  is  to  absorb 
the  whole  or  the  larger  part  of  this  income,  and  if  no 
balance  or  an  insufficient  balance  is  left  for  the 
owner's  support  he  is  to  borrow  what  he  needs  and 
repay  the  loan  if  he  sells.  The  effect  would  be  to 
convert  every  owner  of  undeveloped  land  into  a 
gambler  in  "  futures." 

Only  small      It  cannot  be  disputed  that  only  a  very  small  por- 

area  of  land  ^^Q^  of  the  land  made  subject  to  the  proposed  tax 
to  be  taxed  .     .  ...  i  i     •  rr., 

can  be        ^'^'^  t)e  built  upon  withm  any  reasonable  time,     i  he 

huilt  on.  area  of  land  which  can  be  treated  as  building  land 
will  be  referred  to  later  on.  In  the  meantime  it  is 
sufficient  to  say  that  the  powers  in  the  Bill  would 
enable  the  Commissioners  to  claim,  as  unbuilt  land, 
all  land  on  which  building  might  take  place,  irre- 
spective of  time.  It  is  obvious,  therefore,  that  the 
undeveloped  land  tax  would  be  paid  by  an  enormous 
area  of  land  which,  however  eligible  for  building, 
must  necessarily  be  vacant  for  centuries. 
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If  Settlement  estate  duty  is  paid  in  respect  of  any  No  allowance 
property  contingently  settled,  and  if  it  is  thereafter •^^^^^^^^^^'^^•^ 
shown  that  the  contingency  has  not  arisen  the  duty 
is  repaid.  Although  undeveloped  land  duty  is  to  be 
paid  on  a  contingency  there  is  no  suggestion  that 
it  should  be  repaid  if  the  contingency — that  is  a  sale 
— does  not  arise  within  a  definite  period.  All  that 
is  proposed  is  that  when  the  Commissioners  are 
satisfied  that  land  is  in  course  of  bona  fide  develop- 
ment payment  of  the  tax  may  be  postponed  for  five 
years.    (Bill  §  13.) 


THE  PRINCIPLE  OF  THE  TAXATION. 

The  avowed  object  of  the  League  for  the  taxation  Penal 
of  land  values  is,  by  means  of  penal  and  exceptional 
taxation  to  confiscate  the  rights  of  the  present 
owners  in  the  land.  That  this  would  be  the  effect 
of  the  provisions  of  Part  1.  of  the  Bill  is  undoubted, 
and  the  Government  know  it.  In  a  recent  speech 
to  his  constituents  at  Armadale  (2nd  June,  1909), 
the  Lord  Advocate,  when  referring  to  the  new  land 
taxes,  said : 

"  The  Chancellor  of  the  Exchequer  had  made  The  land 

but  a  very  modest  estimate  of  their  yield —  ^^^^^g^ 
^  ^  nation. 

only  some  ;^50o,ooo.  Yet  of  all  his  proposals 
they  would  find  that  the  land  taxes  would  be 
the  most  keenly — indeed,  savagely — fought. 
Why  ?  The  reason  was  that  these  modest- 
looking  taxes  involved  a  principle  capable  of  far- 
reaching  application,  a  principle  which  they  \i.e. 
the  Government]  believed  to   be  sound  and 
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Tax  is 
resumption 
of  part  of 
nation  s 
property. 


Tax  ruinous 
but  not 
vindictive. 


Under- 
estimate of 
yield. 


safe,  but  which  the  great  bulk  of  their  political 
opponents  equally  strongly  denied.    What  was 
that  principle  ?    It  was  this,  that  the  land  of 
the  country,  the  land  as   distinct   from  the 
buildings  erected  upon  it — the  land  as  distinct 
from  the  improvements  made  upon  it — in  truth 
belonged  to  the  nation.    And  if  this  were  so, 
then  the  nation  was  entitled,  as  in  case  of  the 
licenses  \i,e.  the  publicans'  licenses],  to  appro- 
priate for  public  purposes  a  portion  of  the 
value  of  the  land.    This  the  Chancellor  of 
the  Exchequer  proposed  to  do." 
The  Chancellor  of  the  Exchequer's  modest  half- 
penny would,  as  has  been  shown,  swamp  the  rental 
of  nearly  all  the  land  in  the  country  suitable  for 
building  ;   with  a  penny  the  greater  part  of  the 
balance  would  disappear  ;  and  three  halfpence  would 
complete  the  ruin  of  the  landowners.    Yet  he  says 
his  tax  is  not  vindictive. 

The  estimate  of  ^^^500,000  has  not  been  explained, 
and  is  far  below  the  yield.  The  undeveloped  land 
duty  alone  would  in  Scotland  produce,  from  land 
which  might  be  made  subject  to  it,  about  ^^2 50,000 
a  year,  and  in  England  and  Ireland  together,  from 
twelve  to  fifteen  times  as  much.  This  means  that 
the  one  tax  would  yield  about  seven  times  the  esti- 
mate of  all  three.  The  under-estimate  can  only 
have  been  made,  in  order  to  lead  Parliament  and  the 
country  to  believe  that  these  taxes  were  so  insigni- 
ficant as  not  to  be  worth  consideration. 

It  is  needless  to  pause  to  discuss  the  hopeless 
confusion  of  ideas  involved  in  the  propositions  so 
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confidently  put  forward.    It  is  an  old  saying  that, 

in  war  opinion  is  nine  parts  in  ten  "  ;  and  it  may  be 

that  the  Lord  Advocate  relies  upon  the  strength  of  Government 

his  opinion   rather  than   of  his   argument.     One  ^^^^  include 

would   have   thought  that   inasmuch   as   what  is  improvements 

attached  to  the  land  passes  with  the  land,  so  the  ^j^^^ 

buildings  and  improvements  made  on  the  land  of 

the  nation  by  persons  who  are  to  be  held  as  mere 

squatters  would  have  passed  to  the  nation  with  the 

land  ;   that,  in  any  case,  improvements  made  by 

means  of  the  labour  of  the  people  belonged  to  the 

people ;  that  the  buildings  protected  by  the  laws 

of  the  nation  and  guarded  by  the  police  of  the  nation 

should  belong  to  the  people.    These  are  propositions 

quite  as  logical  as  the  others  ;  and  they  are  the 

doctrines  held  by  those  who  inspire  the  Government. 

As  the  Lord  Advocate  very  well  knows,  neither  'Nation  pays 

the  land  of  the  country,"  nor  the  site  value  of  that-^''  ^'^"'^  , 
^ ^  when  it  takes 

land,  does  now,  or  ever  did,  "  in  truth  belong  to  the  it. 
nation."  If  the  nation  desires  to  acquire  the  land, 
or  any  interest  in  it  or  in  any  part  of  the  land,  it 
must  purchase  and  pay  for  it.  Income  from  land, 
like  income  from  other  property,  is  a  basis  for 
apportioning  the  contribution  required  from  the 
people  to  meet  public  requirements.  That  contri- 
bution is  compulsory,  not  voluntary,  and  is  demanded 
on  the  ground  of  services  rendered.  No  tax  has 
ever  been  attempted  to  be  justified  on  the  ground 
that  the  nation  owns  the  property  of  the  taxpayer 
which  enables  him  to  make  the  payment.  This  has 
been  left  for  the  Government  to  propound.  The 
resort  to  this  device  shows  that  the  levy  is  not  a  tax. 
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but  a  subterfuge,  under  the  guise  of  legal  title,  to 
The  wolf  and  nationalise  the  property  of  individuals.  When  the 
the  lamb.      ^^jf  f^^j^  desired  to  destroy  the  lamb,  he  did 

so  upon  what  he  professed  were  legal  grounds. 

This  is  the  device  to  which  the  Chancellor  of  the 

Exchequer  has  resorted,  and  his  title  is  no  better 

than  that  of  the  wolf. 

Question  for  The  people  of  the  country  have  to  make  up  their 
the  country,  j^jj^^^g  whether  the  grounds  upon  which  they  are 
asked  to  approve  the  taxation  of  land  values  are 
consistent  with  right  and  justice,  and  with  the 
principles  upon  which  society  in  this  country  is 
based. 

The  plea   upon  which   it  is    now   sought  to 
justify  the  taxation  of  land  values  is  wholly  different 
Former        from  that  formerly  advanced.    Now,  it  is  that  the 
IhaTland  '^^^  ^^"^  Country  belongs  to  the  nation  ;  and  the 

values  were    nation  is  entitled  to  appropriate,  for  public  purposes ^ 

created  by     %\xz]\  portion  as  they  require  of  the  value  of  the 

and  belonged  ^  . 

to  mum-  land.  Formerly  the  contention  was  that  munici- 
cipahttes.  palities  created  the  value  of  building  land  by  the 
expenditure  of  public  money,  raised  by  rates,  on 
roads,  drains,  parks,  tramways  and  other  works, 
police  protection  and  so  on  ;  and  it  was  only 
reasonable,  it  was  argued,  that  they  should  share 
in  the  value  they  had  thus  created.  The  addi- 
tional rates  they  desired  to  levy  would,  it  was 
said,  be  spent  in  the  locality,  and  would  further 
enhance  the  value  of  the  land  thus  taxed.  Mr. 
Trevelyan's  "  Urban  Site  Value  Rating  Bill "  of 
1902  enumerated  the  purposes  for  which  this  special 
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assessment  could  be  applied,  in  order  to  secure  that 

it  should  only  be  spent  for  the  benefit  of  the  land 

from  which   it    had  been    raised.     This   is  now 

rejected.    The  nation,  as  a  whole,  is  entitled  to  the 

tax  because  the  land  is  theirs,  and  they  are  only 

resuming  part  of  what  is  their  own.    The  Select 

Committee    of    1906    were    informed    that  the 

expenditure  by  the  Corporation  of  Glasgow  had,  in 

many  places,  sent  up  the  value  of  property  by  leaps 

and  bounds  ;  in  other  words  that  they  created  or 

largely  contributed  to  the  creation  of  site  value,  and 

accordingly    they   claimed    to    participate    in  this 

increase  by  imposing  a  special  rate  upon  that  value. 

The  landowner,  it  was   said,  had  not  borne  his 

burden  of  the  rating  which  produced  the  increased 

value,  and  it  was  only  fair  that  he  should  do  so. 

This  was  the  scheme  of  the  Glasgow  Bill,  and  of  the 

Bill  of  1906.    The  municipalities  are  now  to  Government 

treated  as  harshly  as  the  landowners  themselves. '''"^.'^^^'^/f.'''' 

,  ,      ,  .  .  .  municipalities 

The  municipalities,  according  to  their  contention,  ^^r^ /m/^/xm 

have  spent  their  money  ;  they  have  created  the  land  ^V^^  ^^^^ 
^  •'  .  of  the  nation, 

values  ;  and  now  these  are  to  be  appropriated  by  the 
Chancellor  of  the  Exchequer.  The  municipalities, 
it  seems,  have  no  better  title  to  site  values  than  have 
the  owners.  The  land  belongs  to  the  nation,  and  if 
the  municipalities  have  been  foolish  enough  to  spend 
money  in  adding  to  its  value,  so  much  the  worse  for 
them,  and  so  much  the  better  for  the  national 
exchequer. 


The  claim  that  the  presence  of  a  large  community 
stimulates   the  value   of  the   land   around  it,  is 
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Claim  of  the  intelligible  ;  the  idea  that  the  nation,  as  a  whole, 

nation 
unfounded. 


nation         enhances  the  value  of  the  land  in  any  particular 


place  is  absurd.  Without  the  presence  of  the 
people  neither  land  nor  its  produce,  neither  manu- 
factures nor  goods  of  any  kind  would  have  any 
value  for  exchange.  The  community  neither  creates 
nor  enhances  values.  The  people,  as  individuals,  create 
a  market,  they  provide  purchasers  as  well  as  sellers. 
Land  Land  nationalisation,  that  is  land  expropriation, 

nationalisation^^  more  shortly  confiscation,  is  the  acknowledged 
the  am  of  ,  ^  '  ^ 

ihe  Bill.       object  of  the  Bill.    The  best  commentary  upon 

"  the  modest-looking  tax "  of  the  Bill,  is  the 
evidence  of  Sir  Samuel  Chisholm,  Bart. — a  former 
Lord  Provost  of  Glasgow — before  the  Royal  Com- 
mission on  Local  Taxation  of  1898  : 

"  I  recognise  that  land  values  belong  to  the 
community,  but  if  anyone  were  to  propose  that 
the  moment  this  schedule  is  adopted  as  the 
basis  of  valuation  and  of  taxation,  we  should 
then  rate  land  values  los.,  15s.,  or  20s.  per 
I  could  not  on  any  consideration  agree  to  it, 
because,  I  would  regard  it  as  what  your  Lord- 
ship has  said — as  revolutionary,  and  I  think  it 
would  be  attended  with  so  much  hardship  and 
suffering  that  it  would  be  unwise  or  wrong  to 
propose  it.  But,  recognising  as  I  do  that  land 
values  belong  to  the  community,  I  would  be 
quite  prepared  to  see  a  very  slow  advance  in 
the  amount  of  rating  chargeable  to  the  land 
values,  though  it  should  be  only  at  the  rate  of 
one  per  centum  per  annum.*'  (Question 
17,042.) 


PRINCIPLE  OF  THE  TAXATION  49 


This  was  the  plan  suggested  in  1898  ;  it  is  t\\Q  Government 

plan  adopted  in  1909.    One  of  the  forms  of  torture  ^^^^^7 
f  ^  ^  ^  ^  chamber. 

in  the  Middle  Ages  was  a  chamber  which  slowly- 
contracted  on  every  side.  The  unfortunate  victim 
had  his  fate  before  him ;  week  by  week,  day  by  day 
the  space  grew  less  until  the  walls  met  around  him 
and  crushed  him  out  of  existence.  This  is  what  the 
Chancellor  of  the  Exchequer  has  in  store  for  the 
landowners.  For  the  municipalities  there  is  reserved 
the  punishment  of  Tantalus. 


SUPPOSED  BENEFITS  TO  ACCRUE  BY  THE 
TAXATION  OF  SITE  VALUES. 

The  rating  of  site  values  for  local  purposes  is 
supported  by  many  who  have  no  sympathy  with  the 
Jacobin  proposals  for  land  nationalisation  formulated 
by  the  League  and  adopted  by  the  Government. 
The  view  of  these  gentlemen  is  that  if  an  assess-  Suggestion 
ment  for  municipal  purposes  was  laid  upon  land  ripe  ffJ/J^^iJ^ 
for  building — and    some   of  them  go   so  far  as  cheapen  it. 
to  include  land  ripening  for  building — this  would 
bring  more  land  into  the  market,  would  encourage 
building,  cheapen  rents,  and  solve  the  question  of 
overcrowding  in  large  towns.    The  proposition  is 
so  manifestly  fallacious,  that  it  is  difficult  to  believe  Fallacious. 
that  it  is  seriously  advanced.    That  a  tax  upon 
whisky  should  increase  its  price  and  restrict  its  use ; 
and  that  a  tax  upon  land  should  reduce  its  price 
and  encourage  its  use,  is  a  paradox  worthy  of  a  circle- 
squarer,  or  of  the  good  knight  Sir  Hudibras. 

D 
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To  lay  a  tax  upon  stone  or  lime  or  timber  would 
not  encourage  building  or  cheapen  rents.  On  the 
contrary  such  a  tax  would  increase  the  price  of 
building  and  raise  rents.  The  effect  of  a  tax  upon 
land  would  be  precisely  the  same.  Ten  shillings  a 
year  would  amount  to  £1^  in  twenty  years  at  four 
per  cent,  compound  interest.  The  landowner  would 
negotiate  for  a  price  which  would  include  what  he 
had  paid  as  tax  and  the  interest  thereon  ;  and,  to  a 
certain  extent,  he  would  get  it. 
Lanii  and  There  is  this  difference  between  land  and  com- 
Commodities,  j^Qjj^jgg^  ^j^^^  ^  upon  land  is  continuous  and  is  a 
burden  upon  the  land  itself  and  passes  with  the  land. 
A  tax  upon  commodities, — upon  produce,  materials, 
or  the  like, — is  discharged  by  a  single  payment  and 
falls  upon  the  owner  for  the  time.  When  he  pays  it 
the  article  is  free  of  tax,  and  its  price  is  increased  by 
the  amount  of  the  tax.  When  land  is  sold  the  tax 
is  transferred  along  with  it  and  the  purchaser  becomes 
liable  for  the  payment. 
Effect  of  tax  Were  undeveloped  land  duty  to  be  imposed  the 
on  price.  purchaser  of  land  would  stipulate  for  a  fund  out  of 
which  he  is  to  pay  the  tax.  In  some  cases  the  vendor 
might  be  able  to  resist  this,  in  which  case  the  pur- 
chaser would  pay  the  full  price  and  take  over  the 
tax  in  addition.  This  would  probably  happen  where 
feuing  or  building  had  commenced,  and  continued  as 
before.  In  other  cases  the  vendor  might  find  it  neces- 
sary to  allow  for  the  tax ;  and  this  would  generally  be 
the  case  when  through  pressure  of  the  tax  the  owner 
had  to  sell.  Such  taxes,  says  Adam  Smith,  '  fall 
almost  always  upon  a  necessitous  person,  and  must^ 
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therefore,  be  frequently  very  cruel  and  oppressive.' 
If  the  tax  amounted  to,  say,  40s.  a  year,  the  purchaser 
would  deduct  £60  or  £^Oy  or  it  might  be  more, 
from  the  price.  He  would  then  hold  the  land  with 
a  fund  in  hand  out  of  which  to  meet  the  tax. 

The  capitalised  value  of  the  tax  would  thus  fall  as  Capitalised 
a  loss  upon  the  proprietor  in  possession  at  the  time  ^^^^^//"^^ 
of  its  imposition.    This  result  would  not  be  confined  owner  at  time 
to  the  case  of  sale,  but  would  apply  equally  if  the  (^f  imposition. 
owner  continued  to  hold  the  land.    The  tax  creates 
a  burden,  which  immediately  attaches  to  the  land, 
and    consequently    diminishes    its    selling  value, 
although  its  intrinsic  value  is  not  affected.  The 
purchaser  who  acquires,  for  £^S^^  ^^^^  with  a  tax 
of  20s.  a  year  upon  it,  which  was,  before  the  tax  was 
imposed,  valued  at  ;/^48o,  is  in  exactly  the  same 
position  as  if  he  purchased  at  £^^0  without  the  tax. 
The  return  from  the  land  is  in  itself  unaffected  ;  but 
the  Chancellor  of  the  Exchequer  has  constituted 
himself  an  annuitant  upon  the  property,  and  the 
purchaser  takes  the  land  less  the  tax,  that  is,  the 
original  owner  pays  it.    Economically,  such  taxation 
is  unsound.    It  tends  to  diminish  the  funds  destined 
for  the  maintenance  of  productive  labour. 

An  over-supply  of  any  article  of  commerce,  as  a  Over-supply. 
rule,  reduces  its  value,  and  in  so  far  as  the  consumer 
is  the  purchaser  he  gets  the  benefit  of  a  lower  price. 
If  the  consumers  are  not  purchasers,  some  middle- 
man buys,  holds,  and  takes  the  profit.  In  the  case 
of  building  land  the  builder  is  the  consumer,  but  he 
cannot  buy  beyond  the  normal  quantity. 
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Forcing  land 
into  the 
market. 


speculation. 


Raising  of 
prices. 


If  the  effect  of  the  tax  was  to  force  a  large  number 
of  owners  to  sell  there  would  be  difficulty  in  finding 
purchasers.  The  area  of  land  required  for  building 
in  any  locality  is  exceedingly  small.  The  market 
is  very  limited  and  cannot  be  enlarged.  Building 
is  dependent  on  the  demand  for  houses,  and  the 
supply  is  generally  in  excess  of  the  demand. 
If  the  effect  of  taxation  was  to  force  land  upon 
the  market,  speculation  would  ensue.  Land  com- 
panies would  be  formed,  which  would  buy  up  the 
land  offered,  at  prices,  less  the  capitalised  value  of 
the  tax,  and  the  supply  of  land,  being  in  excess  of 
the  demand,  might  enable  the  companies  to  buy  at 
still  further  reduced  prices.  Such  a  company  would 
be  able  to  hold  far  more  firmly  than  the  original 
owners  and  their  monopoly  would  enable  them  to 
get  better  prices.  That  is  to  say  the  price  would  be 
higher  than  if  the  land  had  remained  in  the  hands  of 
the  original  owners.  The  State  would  be  the  gainer 
by  the  tax  ;  the  loser  would  be  the  original  owner 
and  no  one  else.  It  is  impossible  by  legislation  to 
control  economic  laws,  and  this  result  could  not  be 
prevented.  The  idea,  therefore,  that  the  taxing  of 
land  would  reduce  its  price  is  altogether  erroneous. 

When  it  is  said,  that  if  the  price  of  land  was 
lessened,  rents  would  be  reduced,  the  fact  is  over- 
looked that,  even  if  this  were  true,  the  price  of  the 
site  is  a  comparatively  small  item  in  the  cost  of  a 
house,  and  only  affects  rent  to  an  inconsiderable 
amount.  In  the  case  of  tenement  property  in 
Glasgow  the  value  of  the  building  is  from  eight  to 
fifteen  times  the  value  of  the  land,  and  in  the  case 
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of  private  residences  the  value  of  the  building  is  ^mall  propor- 

from  ten  to  twenty  times  the  value  of  the  land,  ^^^f    ^^^^ , 
J  represented  by 

Even  when  land  is  taken  at  los.  per  square  yard  ^or  cost  of  land. 
tenement  property,  land  does  not  represent  more  than 
one-tenth  of  the  rent.  That  is  to  say,  on  a  ;^io  rent, 
£1  represents  the  cost  of  land,  the  remaining  £()  re- 
present labour  and  material ; — and  the  cost  of  material 
is  very  largely  money  paid  as  wages.  If  the  cost  of 
land  was  reduced  by  one-half,  the  only  effect  upon  a 
;^io  rent  would  be  to  make  it  los.,  and  upon  a 
£20  rent  to  make  it;^i9.  In  the  case  of  the  small 
houses,  which  in  recent  years  have  been  built  in 
great  numbers  on  the  outskirts  of  Glasgow,  the  cost 
of  land  as  a  factor  in  rent  is  still  smaller.  These 
houses  are  in  terraces,  or  built  singly  as  cottages,  on 
land  costing  from  ^^250  to  £s^o  an  acre.  The  cost 
of  the  house  in  each  case,  including  land  at  £"^,00  an 
acre,  is  £^S^'  was  given  free,  the  price 

of  the  cottages  would  be  £^20^  and  of  the  terraced 
houses  ;^429  each. 

The  effect  of  the  proposed  legislation  would  be, 
however,  as  has  been  explained,  to  increase  the  cost 
of  land,  and  so  proportionately  to  increase  the  cost  of 
a  house  to  the  builder,  and  the  price  to  a  purchaser, 
or  the  rent  to  a  tenant. 

Instead  of  stimulating  building,  the  taxation  would  Tax  would 
check  building,  and  dislocate  the  labour  market.  A  f^-^^^^ 
tax  upon  the  export  of  British  coal  may  not  be 
judicious,  although  the  Chancellor  of  the  Exchequer 
seems  to  think  that  it  is  not  inconsistent  with  the 
principles  of  Free  Trade  ;  but  it  is  far  more  defensible 
than  a  tax  upon  land.    Land  is  as  much  a  necessary 
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of  life  as  corn  or  wool,  and  these,  the  Government 
hold,  should  be  free. 

Nature  of       Various  erroneous  views  as  to  rent  are  current. 

Rent.  Rent  is  simply  interest  upon  the  money  invested  in 
the  house.  Money  will  not  be  sunk  in  ordinary 
building,  unless  there  is  a  reasonable  return  upon 
the  capital  after  meeting  all  outgoings.  Five  per  cent, 
may  be  taken  as  the  average  annual  return  on  good 
plain  property.  It  is  only  in  exceptional  cases  that 
it  is  more.  If  it  fell  much  below  five  per  cent., 
building  would  cease,  as  no  one  is  going  to  put  his 
money  into  stone  and  lime,  if  he  can  get  the  same 
return  from  an  investment  in  stocks  or  shares  that 
will  yield  as  much.  Additional  charges  upon  house 
property  by  an  increase  in  the  price  of  labour,  of 
material,  or  of  land  ;  by  improvements  necessary  to 
meet  new  requirements  ;  by  fresh  taxation  and  the 
like,  sooner  or  later  fall  upon  the  tenant.  Either  the 
normal  return  upon  capital  must  be  maintained,  or 
people  will  cease  to  build  and  own  house  property. 
The  normal  return  can  only  be  maintained  by  an 
addition  to  the  rent.  Higher  rents  do  not  mean 
increased  returns  to  the  house-owners,  but  express 
increased  cost  of  building,  increase  of  rates  and  taxes. 

Increased  by  The  tax-gatherer  and  the  rate  collector  do  much  in 

taxation.  raising  rents.  During  the  last  forty  years  the  cost 
of  building  in  Glasgow  has  gone  up  fifty  per  cent, 
taxes  have  largely  increased,  and  rents  have  pro- 
portionately risen. 

Overcrowding  in  large,  and  even  in  small  towns, 
is  one  of  the  evils  of  the  times.    In  some  cases  it  is 
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caused  by  a  gregarious  habit,  a  desire  to  herd  Over- 
together,  however  inadequate  the  space.  In  other  '^^^^^^^S- 
cases  the  people  save  money  on  rent  that  they  may 
spend  it  on  amusements  or  indulgence.  Over- 
crowding, however,  also  arises  in  some  cases  from 
poverty,  from  inability  to  provide  better  house 
accommodation.  The  whole  problem  has  been  before 
the  country  for  many  years,  but  no  cure  for  the  evil  has 
been  found.  Some  persons  advocate  the  taxation  of 
land  values  under  the  idea  that  overcrowding  is  due  to 
want  of  house  accommodation,  and  that  by  this 
means  it  will  be  got  rid  of.  Their  theory  is  that 
taxation  will  cheapen  land  and  reduce  rents.  The 
facts  just  stated  ought  to  convince  them  of  their 
error.  They  assert  too  that  overcrowding  generally 
takes  place  in  the  neighbourhood  of  vacant  land 
ready  to  be  built  upon.  That  is  not  the  fact,  and 
is  merely  a  stilt  to  help  a  bad  case.  Overcrowding  ; 
house  accommodation ;  and  house  rent  are  not  neces- 
sarily related. 

While  overcrowding  prevails  there  is  no  lack  of  Empty  houses. 
houses.  Both  in  Glasgow  and  in  Edinburgh  the 
supply  of  houses  has  for  many  years  been  much  in 
excess  of  the  demand.  The  surplus  has  risen  to 
enormous  figures  in  the  last  year  or  two.  In 
Glasgow  there  are  at  present  17,037  unlet  houses  ;^ 

1  The  number  of  empty  houses  in  Glasgow  and  in  Edinburgh 
has  been  increased  in  the  last  year  or  two  in  consequence  of 
-extensive  building  in  the  suburban  area  of  both  towns. 
The  unoccupied  houses  in  Glasgow  were  in 

1891,  -        -       6663  1906,  -        -  14,025 

1901,  -        -       7274  1909,  -        -  17,037 
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in  Edinburgh  there  are  4,768.  Amongst  the  un- 
occupied houses  there  are  a  large  number  which  are 
low-rented.  In  Glasgow  there  are  11,039, 
Edinburgh  995  under  £10  ;  but  it  may  be,  that  the 
cheapest  rents  are  in  some  cases  beyond  the  means 
of  those  who  are  overcrowding.  The  statement 
above  given  as  to  the  extent  to  which  rent  is  affected 
by  the  price  of  land  shows,  however,  that  a  reduction 
in  the  price  of  land,  or  the  total  extinction  of  land- 
cost  would  not  reduce  rents  to  a  point  which  would 
meet  the  case  of  this  class.  The  real  evil  is  not 
overcrowding  amongst  the  very  poor,  but  overcrowd- 
ing amongst  the  well-to-do.  "  As  to  the  prevention 
Causes  of  of  overcrowding,"  says  the  late  Dr.  J.  B.  Russell, 
oz^ercrozv^ing.  eminent  officer  of  public  health  of  Glasgow,  "  I 
believe  that  it  is  a  vice  which  will,  probably,  never  be 
eradicated  from  a  large  mass  of  our  population.  I 
mean  that,  suppose  you  had  every  family  in  a  duly 
proportioned  house  to-morrow,  if  you  simply  let 
them  alone  for  six  months,  you  would  find 
them  living  like  pigs  again.  It  is  a  vice  closely 
related  to  intemperance,  both  as  a  cause  and  as  an 
effect."  It  is  necessary  to  keep  this  clearly  in 
view,  and  to  dissociate  overcrowding  from  the  land 
question. 

Increase  of       Labour  is  entitled  to  its  just  reward,  and  there  is 

costof  budding  j-gason  to  fifrudge  increase  of  wages  ;  but  it  is  to 
caused  by  .       .  .  -      .  . 

increase  of    be  borne  in  mind  that  the  increased  cost  of  building 

wages,         -g  chiefly  attributable  to  increase  in  wages.    It  is  not 

suggested  that  the  tradesman  is  to  work  at  half 

wages  to  give  cheaper  houses  ;  but  in  considering  the 

housing  question  the  main  factor  in  producing  high 
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rents  ought  to  be  recognised,  and  increase  of  rent 
must  not  be  attributed  to  a  wrong  cause. 

One  thins:  is  certain,  that  the  taxation  of  land  Taxation  of 

land  would 

values  would  not  cheapen  the  price  of  land  ;  it  would  cheapen 

not  reduce  rent,  it  would  not  prevent  overcrowding,  its  price. 

The  real  authors  of  the  scheme  know  this.    Their  ^'^^'^  ''""^'^ 

or  prevent 

object  is  not  to  cheapen  land  but  to  absorb  its  fruits,  overcrowding. 
They  are  quite  content,  however,  to  have  the  assist- 
ance of  the  philanthropists  in  fighting  their  cause  ; 
and,  for  the  time,  to  adopt  their  specious  plausibilities 
as  arguments. 


The  taxation  of  land  values  was  urged  by  the  ^ugge. 


stion 


municipalities  on  the  plea  that  it  would  more  fairly     \  taxation 

r      '  T-*       rr        1-T     ^/ values 

distribute  the  burden  or  rating.    To  effect  this  dis-  ^ouU  distri- 

tribution  it  was  accordingly  proposed  to  rate  all  ^^^^  rating 
1    -1         J       1    -1  •  1  'T-i  •   ^'^^^  fairly. 

property,  built  and  unbuilt,  upon  site  value.  Ihis 

proposal  has  been  rejected  by  Government,  so  that 

the  municipalities  are  not  only  to  lose  the  revenue 

they  anticipated  from  the  rating  they  proposed,  but 

they  are  also  to  lose  the  reform  which  they  advocated. 

What  the  municipalities  had  before  them  was  not 

additional  rating  but  a  rearrangement  of  existing 

rating.    The  rates  on  land  were  to  be  maintained 

and    increased ;    those    on    buildings   were   to  be 

reduced.     Under   the   scheme   of  the   Bill   local  Rejected  by 

rating  on  land  and  building  combined  will  continue  Government. 

as  now  ;  and  Government  will  impose  for  imperial 

purposes  a  large  additional  tax  on  local  property, 

which  will  include  the  value  of  unwrought  minerals, 

as  well  as  of  the  surface. 
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Sop  to  The  sop  thrown  to  the  municipalities  is  that 

municipalities.  ^^^^        \2,ndi  is  to  be  free  of  tax. 


THE  FLAW  IN  THE  ARGUMENT. 

Large  area  to  From  the  speeches  which  have  been  made  in  support 
%  ^But^^^  Finance  Bill,  and  from  its  own  provisions, 

it  is  clearly  anticipated  that  a  large  area  of  the 
United  Kingdom  will  fall  within  the  description  of 
undeveloped  land. 

Were  it  otherwise  there  would  have  been  no 
object  in  proposing  the  Undeveloped  land  duty,  and 
still  less  in  setting  up  the  guillotine  machinery 
of  the  Bill,  for  the  purpose  of  determining  site 
value. 

That  any  piece  of  land  can  be  built  upon  is 
granted.  Skerryvore  has  been  built  upon,  but  the 
most  enthusiastic  advocates  of  the  taxation  of  land 
values  would  hesitate  to  include  isolated  rocks  under 
the  title  of  building  land,  and  it  may  be  accepted 
that  the  aim  of  the  Bill  is  to  deal  only  with  land 
in  the  neighbourhood  of  large  centres  of  population, 
which  may,  in  the  course  of  time,  become  extensions 
of  existing  towns. 
Building.  Around  every  populous  place  there  is  a  considerable 

verge  within  which  there  is  already  building,  to  some 
extent ; — a  single  house  or  an  individual  factory, 
or  a  group  of  houses  here  and  there.  Such  sporadic 
building  may  be  found  all  over  what  may  be  called 
the  suburban  belt  which  extends  to  a  considerable 
distance  around  our  towns. 


The  scheme  of  the  Bill  apparently  is  to  treat  all 
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land,  upon  any  part  of  which  there  is  actual  building,  Land  upon 
as  land  upon  which  building  has  been  commenced ;  in  J^^/^-^^  ^-^ 
other  words,  as  land  which  is  either  ripe  for  building /w;//^/^. 
or  which  is  ripening  for  building.    A  house  here  and 
another  there,  indicates  that  the  land  is  suitable  for 
building,  that  it  is  a  desirable  place  of  residence. 
Why  then,  it  is  asked,  should  not  the  land  which 
intervenes  between  the  two  houses  be  built  upon  ? 
Physically  it  can  be  built ;  economically,  it  is  said, 
it  ought  to  be  built  upon,  and  therefore  it  is  build- 
ing land.    Under  this  definition  a  vast  area  of  land 
would  be  included. 

As  previously  mentioned  (p.  41),  the  total  Urban  areas, 

zre^  of  Scotland  extends  to  about  1 50,000  acres.  Of 
this  not  more  than  50,000  acres  are  actually  built  upon, 
so  that  there  are  about  100,000  acres  of  land  within 
urban  areas  in  Scotland  still  uncovered  with  build- 
ings. This,  as  already  explained,  would  be  treated 
by  the  Commissioners  of  Inland  Revenue,  to  whom 
is  entrusted  the  administration  of  the  valuation,  as  Scotland. 
building  land.  If  in  addition  there  be  taken  a  zone 
around  the  various  towns,  upon  which  building 
might  take  place,  this  would  embrace  an  area  of 
probably  300,000  acres,  so  that  altogether  in  Scotland 
an  area  of  about  400,000  acres  might  be  claimed 
as  land  upon  which  building  might  be  expected. 

The  total  urban  area  of  England  amounts  to  England  and 
nearly  4,000,000  acres,  and  if  Ireland  is  added  there  ^^^^^^d.. 
will  be  fully  4,000,000  acres  of  urban  land  in  these 
two  countries.    Of  this  area  probably  not  more  than 
500,000  acres  is  actually  covered  with  buildings,  so 
that  there  is  something  like  three  and  a  half  millions 
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of  acres  of  land  within  urban  areas  not  yet  covered 
with  buildings.  This  area  is  no  doubt  regarded 
by  the  authors  of  the  Bill  as  building  land.  In 
addition  there  must  also  be  a  large  suburban  area, 
which  could  equally  be  treated  as  building  land. 

Area  contem-     The  Government  have  given  no  indication  of  the 
Government    P^^^^^^^  ^^^^  which  would  be  dealt  with  if  their  Bill 
became  law,  and  it  is  not  clear  what  proportion  of 
revenue  is  expected  from  the  three  new  taxes  upon 
land.    Evidently  the  most   productive  would  be 
Undeveloped  land  duty,  and  it  is  probably  safe  to 
say  that  of  the  ;^5oo,ooo  expected  from  the  three 
sources  of  revenue  ;^400,ooo  would  come  from  it. 
That  duty  is  proposed  to  be  one  halfpenny  for  every 
twenty  shillings  of  site  value. 
Estimate.         From  the  figures  given  upon  page  39  it  will  be 
seen  that  a  site  value  of  £\io  per  acre  would  yield 
a  revenue  of  5s.,  and  a  site  value  of  ;^48o  would 
give  20s.  per  annum.     Some  intermediate  figure 
would   likely   be    taken    in    estimating   the  pro- 
ductivity of  the  tax  from  a  large  area.    If,  therefore, 
the  yield  of  the  tax  be  taken  at  los.  per  acre,  that  is 
on  a  capital  value  of  {^i\o  per  acre,  this  would  mean 
a  tax  upon  800,000  acres,  of  which  60,000  acres 
may  be  taken  as  being  in  Scotland,  and  the  remainder 
in  England  and  Ireland.    The  actual  area  therefore 
to  be  submitted  to  taxation  is  only  about  one-fifth 
of  the  land  which  might  be  spoken  of  as  building 
land,  and  this,  it  will  be  said,  shows  the  moderation 
of  the  Government.    Of  course  if  the  site  value 
was  put  at  ;^i2o  an  acre  this  would  double  the  area 
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from  which  it  would  be  paid,  but  would  leave  the 
amount  levied  at  the  same  figure. 

The  ground  upon  which  the  taxation  of  site  value 
is  advocated  is  that  there  is  a  prospective  value  in  Prospective 
the  land  if  used  for  building.  That  land  when  used 
for  building,  yields  a  larger  return  than  when  used 
for  agriculture,  is  not  questioned  ;  but  it  must  be 
borne  in  mind  that  the  difference,  which  now  exists 
in  this  country,  is  beyond  the  normal,  and  is  the 
result  of  our  economical  legislation.  Free  trade  has  Free  Trade. 
been  of  enormous  advantage  to  the  country,  but  it  has, 
at  least  in  recent  years,  kept  down  the  value  of  agri- 
cultural produce,  and  the  lower  the  return  from  the 
land  the  smaller  is  its  capital  value.  Free  trade  does 
not,  however,  affect  building  to  a  like  extent.  Houses 
cannot  be  imported,  and  there  is  little  or  no  check,  from 
competition,  on  their  cost.  House  rents  are  therefore 
proportionately  higher  than  agricultural  rents,  and 
land  when  taken  for  building  accordingly  brings  a 
much  higher  price  than  when  used  for  agriculture. 

Land  when  used  for  agriculture  yields  a  httt^v  Annual  value 
return  than  when  it  is  used  for  pastoral  purposes.  ^^P^"^^  °^ 
Land  when  used  for  intensive  culture  yields  a  vastly 
higher  return  than  when  used  for  ordinary  tillage  ; 
and  the  capital  value  of  such  land  is,  in  many  cases, 
quite  equal  to  that  of  good  building  land.  The  value 
of  the  annual  return  determines  the  capital  value. 
The  value  of  the  annual  return  depends  upon  there 
being  a  market  for  the  cattle,  for  the  grain  or  other  and 
produce,  for  the  houses.    The  problem  before  the 
Commissioners  of  Inland  Revenue  would  be  to  assess 
the  value  of  the  land,  not  in  its  actual  condition. 
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Building  does 
not  advance 
steadily 
forward. 


Sites  left 
vacant. 


but  as  if  it  were  used  for  building.  It  is  easy  to 
determine  the  value  of  a  thousand  quarters  of  wheat. 
It  is  easy  to  tell  what  it  will  cost  to-day  to  convert 
that  wheat  into  flour,  and  we  can  approximately 
estimate  the  value  of  that  flour  next  week.  But  it 
would  be  impossible  to  estimate  the  value  of  any  com- 
modity at  a  distant  date,  and  on  the  assumption  that 
there  might  be  no  buyer  for  it  when  the  date  arrived. 
This  is  the  position  of  land  as  regards  building. 

Building  does  not  advance  steadily  and  certainly, 
covering  the  land  like  the  flowing  tide.  It  is  impos- 
sible to  say,  beforehand,  that  any  particular  land  will 
be  taken  up  for  building  at  any  particular  time.  It 
is  easy  to  see,  that  in  the  neighbourhood  of  a  large 
town,  building  will  gradually  advance  over  a  con- 
siderable portion  of  the  suburban  area,  and  in  a 
general  sense  this  is  true.  There  are,  however,  in 
Glasgow,  and  in  all  other  large  towns,  various  plots 
of  ground  which  have  been  left  uncovered,  although 
all  the  land .  in  the  neighbourhood  has  been  built 
upon  many  years  before.  Everyone,  who  has  had 
occasion  to  deal  with  building  land,  knows  that 
portions  here  and  there  are  not  taken  up  for  long 
periods,  although  they  are  identical  in  every  par- 
ticular with  adjoining  land  which  has  already  been 
built  upon.  There  are  all  over  the  country  examples 
of  land  upon  which  building  has  been  begun  and  has 
never  proceeded  beyond  a  few  villas  or  cottages. 
A  factory  may  ruin  adjoining  land  for  building  pur- 
poses for  many  years.  The  erection  of  a  tenement 
by  one  proprietor  may  stop  villa  building  on  his 
neighbour's  lands.    The  villas  will  keep  clear  of  the 
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tenements,  and  the  ground  will  remain  unbuilt  until 
an  increase  of  population  causes  a  demand  for  more 
tenements,  which  may  not  be  for  a  long  time. 

There  is,  on  the  other  hand,  one  definite  factor  in  Actual  extent 
the  calculation,  which  seems  to  have  been  overlooked  °f^^^^ 

'  ^  ^  required  for 

in  the  various  estimates  which  have  been  furnished  by  building  is 
the  advocates  of  the  taxation  of  land  values.    This  ^^fi^^^^- 
is  the  actual  amount  of  land  which  is  annually  used 
for  building.    It  will  hardly  be  contended  that  land 
which  will  not  be  taken  up  for  two  or  three  hundred 
years  is  building  land.    Plainly  what  is  meant  by 
building  land  is  land  which  may  be  built  upon 
within  a  reasonable  period.    Frequent  reference  has 
recently  been  made  to  the  Minority  Report  of  the  Minority 
Royal  Commission  on  Local  Taxation  ;  and  it  is  ^^P'^^^- 
claimed    as  justifying  the  proposals  in    the  Bill. 
However  this  may  be,  as  a  general  proposition,  it  is 
needless  to  inquire ;   but  it  is  made  clear  in  the 
Report  that  the  land  suggested  to  be  dealt  with  was 
a  definite  and  limited  quantity.    A  special  rate  was 
proposed  on  uncovered  land,  "  which  is  intended  to 
be  let  or  could  be  let  with  a  covenant  for  immediate 
building."    The  introduction  of  this  limit,  the  con- 
sideration of  the  land  which  is  actually  built  upon 
from  year  to  year,  makes  the  problem  definite. 

In  the  case  of  Glasgow  the  amount  covered  in  the  Extent  of 
year  is  about  60  acres,  in  Edinburgh  it  is  15  acres,  ^^^^^^^J^  '^^ 
and  taken  all  over  Scotland  it  probably  does  not 
exceed  300  acres.    Whether  this  rate  of  building 
will  continue  over  a  considerable  number  of  years  it 
is  impossible  to  say,  and  there  are  indications  that 
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it  may  not  do  so  ;  but,  assuming  that  it  will  continue, 
it  is  obvious  that  the  amount  of  land  that  will  be 
yearly  absorbed  is  a  comparatively  small,  yet  definite 
Area  assumed  quantity.  The  area  which  the  Government  figures 
^buUdhgland  i^^^i^^^^*  on  the  basis  of  a  tax  of  los.  per  acre,  as 
being  building  land  amounts,  as  has  been  said,  in 
Scotland  to  about  60,000  acres.  This  would  mean  a 
supply  for  200  years.  If  the  whole  area  of  land 
in  and  around  the  populous  places  were  treated  as 
building  land,  because  it  can  be  built  upon,  there 
is  a  supply  of  more  than  1000  years. 

Building  in  Taking  the  case  of  Glasgow,  the  one  thing  that 
Glasgow.  definite  is  that  sixty  acres  are  covered  each  year, 

but  which  sixty  acres  no  one  can  foretell.  If  the 
recent  extension  projected  by  the  Corporation  of 
Glasgow  had  been  carried  out  there  would  have  been 
upwards  of  17,000  acres  of  uncovered  land  within 
the  municipal  area.  This  would  have  supplied 
building  land  for  almost  300  years. 

The  common  experience  of  a  building  estate  of 
moderate  dimensions  is  that  it  is  about  a  hundred 
years  before  the  whole  of  the  land  is  taken  off ;  and 
dealing  with  any  considerable  area  for  the  purpose  of 
valuation  it  would  be  necessary  to  take  a  period 
such  as  this. 

It  is  not  sufficient  to  say  that  buildings  have  been 
erected  here  and  there  over  a  certain  area,  and  there- 
fore to  conclude  that  all  the  intervening  land  must 
be  treated  as  building  land.  What  has  to  be  taken 
into  consideration  is  the  possibility  of  the  land  being 
built  upon.    If  ten  houses,  and  ten  houses  only,  can 
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be  built,  it  is  futile  to  argue  that  because  a  hundred  Extent  of 
might  be  built  in  so  far  as  space  is  concerned,  ^i^^Jji^i^^^'^ 
therefore  the  land  upon  which  it  would  be  possible 
to  build  the  hundred  houses  is  building  land.  If 
Glasgow  had  been  enlarged  as  proposed,  there  would 
have  been  an  area  of  6000  acres  which  could  not 
be  covered  till  after  a  hundred  years,  and  another  of 
5000  acres  which  could  not  be  covered  till  after  two 
hundred  years  from  this  time.  It  is  obvious  there- 
fore that,  in  taking  'even  such  a  restricted  area  as 
this,  there  is  a  large  portion  of  it  which,  it  is  absolutely 
certain,  cannot  be  built  upon  within  a  reasonable  time, 
that  is  to  say,  which  could  not,  in  any  ordinary  sense, 
be  treated  as  building  land.  Yet  the  proposal  of  the 
Bill  is  to  treat  it  all  as  building  land  and  to  value 
each  part  without  reference  to  the  whole. 

It  is  impossible  to  put  a  value  upon  each  piece  Extent 
of  land  which  will  be  built  upon  during  the  course  ^^^Q/a!gow7n 
a  hundred  years,  because  it  is  impossible  to  say  which  100  years. 
piece  of  land  will  be  selected.    It  is  possible,  however, 
to  value  the  aggregate  amount.    If  an  area  of  6000 
acres  was  staked  off  and  appropriated  to  supply  the 
wants  of  Glasgow  during  a  hundred  years,  and  if 
this  were  divided  into  one  hundred  sections  of  sixty 
acres  each,  and  it  could  be  determined  which  section 
was  to  be  taken  up  in  each  of  the  hundred  years,  then 
it  would  be  possible  to  estimate  their  prospective  value. 

Building  land  does  not  increase  in  value  in- 
definitely. Each  class  of  land — for  cottages,  for 
villas,  for  tenements,  for  shops  and  tenements  com- 
bined, and  for  factories — has  a  definite  value  which 
varies  very  little  from  time  to  time.    What  variation 
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there  is,  is  not  in  the  upward  direction,  for  the  price 
of  the  various  classes  of  land  in  Glasgow  is  some- 
Present  value  what  smaller  to-day  than  it  was  forty  years  ago. 
^annTd  From  three  to  five  hundred  pounds  an  acre  would 
requirements,  be  a  fair  average  price  for  an  area  of  60  acres  taken 
all  over.  Take  for  illustration  an  intermediate  figure, 
say  LZ^^  P^^  acre,  and  it  is  easy  to  calculate  the 
present  value  of  the  areas  to  be  taken  each  year. 
;£36o  per  acre  would,  of  course,  be  the  site  value  of 
the  land  to  be  taken  this  year  ;  but  for  each  year  in 
the  future  it  would  be  less.  Thus  the  present  value 
of  the  land  to  be  taken  ten  years  hence  would,  on 
the  four  per  cent,  table,  be  only  ;£243  ;  of  that  to  be 
taken  fifteen  years  hence  £,200^  and  so  on  until  we 
reach  the  hundredth  year  when  the  prospective  value 
of  land  now  valued  at  £2^0  per  acre  is  found  to 
be  only  £^  2s.  6d. 

If  the  land  were  taken  at  £^^0  instead  of  £2^0  an 
acre  the  result  would  not  be  very  different.  The  value 
of  £^^0  to  be  paid  at  the  end  of  ten  years  is  ;£324,  at 
the  end  of  fifteen  years  £266^  at  the  end  of  twenty 
years  ^219,  and  at  the  end  of  one  hundred  years 
£9  I  OS. 

Practically        When  an  estimate  of  value  is  made  up  in  this  way 

agricultural  ^g^al  to  take  the  mean  figure,  which  in  this  case 

value.  ^ 

would  be  fifty  years.    The  value  of  ^3^0  payable 

fifty  years  hence  is  ^^50   13s.  id.,  and  of  ;^48o, 

£6"]  I  OS.  lod.    If  these  mean  figures  were  applied 

to  the  whole  6000  acres  the  value  would  be  ^^50 

13s.  per  acre  in  the  one  case  and  £6^  los.  per  acre 

in  the  other.    This  would  be  the  site  value  per 

acre  of  the  whole  area ;  and  the  amount  upon  which 
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undeveloped  land  duty  would  fall  to  be  paid  in  terms 
of  the  Bill. 

This  is  an  illustration  of  the  accurate  ascertain- ^» 
ment  of  site  value.  What  is  to  be  considered  as 
building  land  is  exactly  determined.  A  fair  average 
selling  value  is  fixed,  and  if  this  be  discounted  in 
accordance  with  the  periods  at  which  the  individual 
parts  come  into  use,  it  is  seen  that  the  value  of  the 
whole  area,  acre  by  acre,  does  not  exceed  agri- 
cultural value.  This  is  the  result  on  the  assumption 
that  the  whole  of  the  land  is  in  one  hand.  It 
cannot  be  different  because  the  land  is  in  many 
hands.  The  requirements  of  Glasgow  cannot  be 
greater,  the  average  value  per  acre  cannot  be  differ- 
ent. Neither  can  it  alter  the  result  that  the  land 
that  may  be  built  upon  is  scattered  in  fragments 
over  a  large  area.  The  intervening  portions  are  out 
of  the  calculation. 

The  problem  therefore  before  the  Commissioners 
would  be  to  determine  the  land  which  was  to  go 
to  form  the  6000  acres,  and,  having  fixed  this,  then 
to  ascertain  its  value.  That  value  could  not  exceed 
£k^o  13s.  or  I  OS.,  according  as  the  initial  value 
was  taken  at  ;^36o  or  ;^48o  an  acre;  and  the  Chan- 
cellor of  the  Exchequer  seems  to  think  that  £\^o 
an  acre  would  be  a  fair  value  for  the  land  round 
London. 

If  the  6000  acres  were  all  in  one  hand  the 
averaging  of  the  price  and  the  laying  on  of  the 
tax  on  that  average  would  make  no  difference. 
Some  injustice  would  be  done  if  it  were  held  by  a 


68    THE  FLAW  IN  THE  ARGUMENT 


number  of  owners,  as  all  those  who  owned  land 
which  was  taken  up  during  the  first  fifty  years  would 
pay  too  little  tax,  while  those  whose  land  was  taken 
in  the  last  fifty  would  pay  too  much.  The  aggregate 
amount  would,  however,  be  correct,  and  the  Treasury 
would  get  all  they  were  entitled  to. 


If  longer 
period  taken 
average 
value  less. 


Shorter  period^ 
larger  value, 
smaller  area. 


It  may  be  suggested  that  the  period  of  one 
hundred  years  is  too  short,  and  that  a  longer  period 
should  be  taken.  If  the  time  were  doubled  the 
area  treated  as  building  land  would  also  be  doubled, 
but  the  value  would  be  still  further  reduced.  The 
average  value  per  acre  would  then  be  only  2s.  6d. 
per  acre  or  ^9  los.  per  acre,  according  as  the  pre- 
sent value  were  taken  at  ;£36o  or  ;^48o. 

It  may  also  be  contended  that  the  period  of  one 
hundred  years  is  too  long,  and  that  a  much  shorter 
period  should  be  considered.  In  that  case  the 
area  to  be  treated  as  building  land  would,  how- 
ever, be  reduced.  If  a  period  of  fifty  years  were 
taken,  the  area  of  building  land  required  for  Glasgow 
would  be  only  3000  acres  ;  and  if  the  period  were 
made  twenty-five  years  the  area  would  become  1500 
acres. 


Land  that  The  Government,  however  strong  their  views  may 
l^ullTon  ^is  not  desirability  of  placing  an  Undeveloped 

building  land,  land  duty  upon  building  land,  will  hardly  propose  to 
tax  land  which  would  not,  in  fact,  be  building  land. 
If  it  is  resolved  to  tax  only  the  land  which  is  each 
year  built  upon,  then  the  whole  amount  of  land  in 
Scotland  subject  to  the  tax  would  be  only  300  acres, 
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which  at  an  average  value  of  £2^0  per  acre  would 
give  about  This  would,  however,  be  excluded 

by  the  conditions  of  the  problem.  The  moment  the 
land  is  built  upon  it  ceases  to  be  liable  for  this  duty. 
If  it  was  argued  that  the  land  to  be  built  upon  in 
the  second  year  or  the  third  year  was  land  ripening 
for  building,  and  if  this  were  added  in  it  would 
merely  give  600  acres  for  the  two  years,  and  the 
value  would  require  to  be  discounted.  If  a  period 
of  ten  years  was  taken  the  same  applies.  Only 
3000  acres  would  be  taken  up  in  ten  years ;  and 
only  6000  acres  over  all  Scotland  in  twenty  years. 
Yet  what  the  Government  have  in  view  is  to  place 
a  tax  upon  something  like  60,000  acres. 

It  is  plain  therefore  from  the  figures  which  have  Government 
been  given  that  the  Government  are  enormously 
exaggerating  the  amount  of  land  which  fairly  and  pro- 
perly ought  to  come  under  the  operation  of  the  Bill. 

As  has  been  said  it  is  impossible  to  say  which 
identical  acre  of  land  will  be  taken  up  in  any  year, 
but  it  is  demonstrable  that  the  amount  of  land  which 
can  be  taken  up  is  a  definite  quantity.  The  figure 
of  300  acres  may  be  questioned,  but  the  principle 
would  not  be  affected  by  dealing  with  400  or  500 
acres  per  annum.  If  a  longer  period  than  one 
hundred  years  is  taken  into  consideration  a  larger 
area  is  included,  but  the  value  per  acre  is  reduced. 
If  on  the  other  hand  the  area  to  be  considered  as 
building  land  is  the  area  which  will  be  covered 
within  a  shorter  period  the  area  is  proportionately 
reduced. 
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Minority  While  the  Chancellor  of  the  Exchequer  appeals 

defined  Minority  Report  of  the  Royal  Commission 

accurately      on  Local  Taxation  as  the  justification  of  the  land 

what  was  t^xes  of  the  Finance  Bill,  he  omits  the  one  thing 
meant.  •       i        -r»  •  i 

m  that  Report  which  would  make  such  taxation 

possible  and  which  would  prevent  it  from  working 
the  grossest  injustice.  Had  he  adopted  the  recom- 
mendation of  the  Report  and  defined  Building  land 
as  the  amount  of  land  required  for  building  in  each 
urban  area,  and  fixed  the  prospective  period  within 
which  building  is  to  be  anticipated,  he  would  have 
provided  the  means  of  ascertaining  exactly  what 
building  land  is  and  the  value  of  its  prospects. 
Had  he  done  so,  however,  the  Bill  as  an  instrument 
of  taxation  would  have  been  useless.  The  actual 
High  tax  if  quantity  of  land  that  can  be  built  upon  within  any 

huilding  land  reasonable  period  is  so  small,  that  a  halfpenny  tax 
properly  ^  '    .   .  j 

defined.        would  have  produced  only  a  trifling  revenue ;  and 

it  would  have  been  necessary  to  increase  the  tax  to 

I  OS.,  15s.,  or  20s.  per       which  would  have  been 

undisguised  confiscation. 

Tax  lowered      The  plan  adopted  is  the  same,  but  the  result  is  not 

and  exacted        apparent.    Instead  of  imposing  a  tax  upon  land 

from  land  .  .„  .     ^  1    -i  •  • 

which  is  not   which  Will  in  fact  be  built  upon,  it  is  proposed  to 

building  land,  ^-^x  all  land  which  in  the  opinion  of  the  owner  or  of 

the  Commissioners  might  be  built  upon.    Of  that 

land  only  a  determinate  quantity  can  be  used  within 

a   definite    time,  but  because  the  owners  of  the 

adjoining  land  which  is  not  taken,  hold  that  their 

land  is  quite  as  suitable  for  building  purposes  and 

that  if  sold  it  would  fetch  as  good  a  price,  they  are 

to  be  taxed  upon  that  value  as  if  they  had  got  it. 
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No  allowance  is  to  be  made  for  the  chance  of  not  Bad  laws 

ffetting^  the  price.    If  there  are  a  thousand  owners  '^'^rstform  of 

_  .  .  tyranny, 

and  the  land  of  ten  only  can  be  taken,  the  remaining 

nine  hundred  and  ninety  are  to  be  taxed  just  as  if 

their  land  had  been  sold.    This  and  nothing  else 

is  the  meaning  of  the  Bill.    A  more  inequitable  or 

a  more  unreasonable  proposal  it  would  be  hard  to 

imagine  ;  and  it  is  surprising  that  any  Government 

should  have  ventured  to  suggest  it  to  a  British 

Parliament.    "  Bad  laws,"  it  is  said,  "  are  the  worst 

form  of  tyranny." 

UNSOUND  FINANCE. 

The  basis  of  all  taxation  is  equal  distribution  of  Distribution 
the  burden.    One  class  of  property  ought  not  to  be  °f^^^^^^°^' 
taxed  more  severely  than  another,  and  each  source 
of  income  should  contribute  rateably  to  the  require- 
ments of  the  State.     The  method  of  distributing 
the  burden  of  taxation  among  the  taxpayers  varies 
in  different  countries.    In  some  countries  the  annual  Tax  on 
revenue,  raised  by  taxation,  is  obtained  by  a  tax  upon  ^^P^^^- 
capital  values  ;  in  others  it  is  got  by  a  tax  upon  On  Income. 
income  or  profits.     In  no  country  are  the  two 
methods  combined. 

In  the  United  States,  it  is  the  general  rule  to  levy  Rule  in 
taxes  upon  the  capital  value  of  a  man's  whole  pro- 
perty,  real  and  personal.  In  our  own  country  the 
tax  is  levied  upon  the  rent  of  land  and  buildings,  i«  C/.^. 
upon  profits  of  business,  upon  salaries  and  other 
income.  Amongst  political  economists  the  view 
prevails  that  a  tax  upon  capital  is  not  so  desirable 
a  method  of  raising  the  State  revenue,  as  a  tax 
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upon  income  or  profits  ;  and  it  is  relatively  less 
productive. 

Undeveloped  The  proposed  Undeveloped  land  duty  would  be  a 
^taxon^'^  ^  upon  income,  but  upon  capital,  and  is  an 

capital.        entirely  new  departure  in  the  finance  of  the  country  ; 

and  instead  of  being  an  improvement,  its  imposition 
would  be  a  retrograde  step.  It  is  unnecessary,  how- 
ever, for  the  present  purpose  to  discuss  the  policy 
of  taxing  capital  instead  of  income  ;  or  the  feasi- 
bility of  combining  the  two  methods  of  taxation. 

J  double  tax.  The  proposed  Undeveloped  land  duty  would  clearly 
be  a  double  tax.  Land  already  bears  its  due  propor- 
tion of  taxation  under  Schedule  (A)  of  the  Income 
Tax  Act  of  1842,  and  it  is  likewise  subject  to  the  old 
Land  Tax.  To  subject  land  to  a  fresh  impost  would 
be  to  tax  it  to  a  greater  extent  than  other  property. 
special  tax  The  proposed  tax  would  be  the  same  in  its 
on  shipping,  mature  and  incidence  as  if  a  new  and  special  tax 
was  placed  upon  shipping  property.  The  shipowner 
is  charged  income  tax  upon  the  profits  arising  from 
the  use  of  his  ship.  A  ship  may  be  leased  just  as 
a  house  is  leased,  and  the  freight  in  that  case  cor- 
responds with  the  rent  of  the  building.  It  will 
not  be  denied  that  if  in  addition  to  income  tax, 
a  separate  tax  was  laid  upon  shipping  property  of 
Jd.  per  on  its  capital  value,  this  would  be  an 
additional  burden,  and  would  prejudice  shipping 
property,  as  compared  with  other  classes  of  property 
in  the  country. 

There  is  no  difference  between  shipping  property 
and  house  property  or  land.     The  only  apology 
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made  for  proposing  this  extra  tax  upon  land  is  the 
allegation  that  the  annual  revenue  derived  from  what 
the  Bill  calls  "  undeveloped  land  "  is  not  commen- 
surate with  the  capital  value  of  the  land.  There  is, 
it  is  said,  a  dormant  value  in  such  land  which  is 
not  taxed  at  present,  and  which,  in  the  opinion  of 
the  advocates  of  this  scheme,  ought  to  be  taxed. 
There  is  a  dormant  value  in  many  stocks  and  shares ;  Dormara 
but  it  has  never  been  proposed  that  because  a  5 
per  cent,  stock,  now  standing  at  £100^  may  in  five 
years  stand  at  ;/^i50,  it  should  therefore  now  be 
taxed  as  on  a  7^^  per  cent,  dividend.  There  is  no 
distinction  in  principle  between  the  two  cases. 

The  dormant  value,  in  the  case  of  land,  it  is  how-  Not  the 

ever  contended,  is  produced  not  by  the  owner,  \^xJitP^'°^^'^^  f 
.  .  community. 

by  the  community  at  large.    This  has  already  been 

referred  to,  and  need  not  be  further  considered,  as  it 
is  in  effect  abandoned  by  the  thorough-going  sup- 
porters of  the  Bill,  who  justify  the  contribution  which 
they  seek  to  exact  from  land,  not  because  of  any 
value  which  the  nation  has  imparted  to  the  land, 
but  because  the  land  is,  in  their  view,  the  property 
of  the  nation  ;  and  on  this  assumption  they  claim 
that  the  nation,  through  Parliament,  is  entitled  to 
resume  its  property,  from  time  to  time,  and  in  whole 
or  in  part  as  national  exigencies  require. 

The  argument  for  imparted  value  comes  to  this  ;  Argument  fi 

—that  the  price  of  land  depends  upon  the  demand  ^^^/^^^^^ 

.  .  ...  value. 

which  there  is  for  it,  and  the  use  to  which  it  is  to  be 

put.    The  same  argument,  however,  applies  to  the 

case  of  a  ship.    A  ship  would  be  of  no  value  unless 

there  was  a  use  for  it,  and  the  rent  or  freight  which 
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can  be  got  for  it  depends  upon  the  demand.  The 
community  creates  the  value  of  the  ship  in  the  same 
way  as,  it  is  said  to  create,  the  value  of  the  land  ; 
that  is,  it  makes  the  market. 
Quotation  The  Contention  of  the  advocates  of  the  taxation  of 
^building'land  ^^^^  values  is,  that  if  any  one  desires  to  buy  land  for 
building  the  price  quoted  is  two  or  three  times  that 
of  the  same  land  as  used  for  agriculture.  This,  they 
say,  is  holding  up,  and  keeping  land  back  from 
the  market  and  from  industrial  uses.  It  is  of  no 
importance,  in  their  view,  that  the  owner  of  the  land 
does  not  in  fact  get  the  price  he  quotes.  It  is  enough 
that  he  has  quoted  that  price,  or  even  that  he  has 
it  in  his  mind.  The  mere  quotation  of  a  price  does 
not,  however,  make  the  price.  That  is  determined 
by  land  already  built.  It  is  built  property  which 
determines  the  price  of  unbuilt  land.  The  owner 
may  ask  more  than  the  market  price  justifies,  in 
which  case  he  will  not  be  able  to  sell.  If  he  asks 
less,  the  purchaser  will  make  a  profit  at  his  expense. 
An  individual  owner  may  decline  to  sell  at  the 
market  price,  although  such  cases  seldom  occur  ;  but 
there  is  no  practice  of  keeping  back  land  from 
the  market. 

Taxation  on  The  under-current  of  intention  in  the  Bill  is  that 
estimate.  values  to  be  taken  are  the  owners'  quotations. 

The  Commissioners  are  to  be  authorised  to  demand 
from  owners  of  land  a  statement  of  their  own  estimate 
of  the  total  value  and  of  the  site  value  respectively  of 
their  land.  If  the  owner  is  in  process  of  disposing 
of  his  land  by  feuing  to  builders  and  gets  say  £,100 
an  acre,  he  would  naturally  expect  to  get  that  price 
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throughout,  and  would  quote  it  to  an  inquirer.    But  No  allowance 

if  in  five  years  he  has  sold  ten  acres  and  has  still -^^J^Jj?^^^^ 

fifty  acres  to  dispose  of,  it  will  be  admitted  that 

the  anticipated  prices  are  in  a  very  different  position 

from  those  which  are  in  hand.    Nevertheless  the 

Bill  proposes  to  tax  those  fifty  acres  on  the  value  of 

ijioo  each,  just  because  that  is  the  quoted  price.  If, 

in  this  case,  a  builder  had  purchased  these  sixty  acres 

and  had  only  been  able  to  cover  ten  of  them  in  five 

years,  each  undeveloped  acre  at  the  end  of  that  period 

would,  taking  compound  interest  at  four  per  cent., 

have  cost  him  If  then  he  sold  part  of  the  land 

at  £,100  he  would  be  out  of  pocket  ^43  on  each  acre, 

a  loss  which  would  largely  increase  the  longer  the  land 

remained  uncovered.    On  the  scheme  of  the  Bill  he 

would  nevertheless  be  paying  8s.  4d.  a  year  on  each 

acre,  because,  it  would  be  said,  he  held  building  land 

and  did  not  develop  it  by  building. 

The  theory  of  the  Bill  is  that  land  exists  only  for 
the  purpose  of  being  covered  with  tenements  or  laid 
out  as  factories  ;  and  that  every  acre  within  or  in 
the  neighbourhood  of  an  urban  area  which  is  not  so 
used  is  undeveloped  land  and  must  therefore  be 
taxed.  How  the  heightening  of  the  price  of  land  by 
laying  a  tax  upon  it  will  encourage  building  is  incom- 
prehensible. 

Building  land  is  raw  material;  and  is  one  of  the 
daily  requirements  of  social  and  industrial  life. 
Why,  then,  is  it  to  be  taxed }  Certainly  it  can- 
not be  upon  the  principles  of  Free  Trade,  which  the 
Government  profess  to  hold  and  to  support. 


76  FOREIGN  PRACTICE 


FOREIGN  PRACTICE. 


Site  value 
in  ISIezv  York. 


Not  used  for 
taxation. 


Duty  of 
Assessing 
Board. 


In  the  city  of  New  York,  it  is  said,  that  site  value 
is  separated  from  total  value,  as  is  proposed  in  the 
Bill.  This  has  been  the  law  since  1 903  ;  but  the  tax 
is  assessed  on  the  capital  value  of  the  whole,  not 
upon  the  site  value  separately.  No  use  is  made  of 
the  estimate  of  site  value  for  purposes  of  taxation  ; 
it  is  used  merely  as  a  test  in  checking  the  value  of 
the  built  property.  It  is  the  duty  of  the  Deputy 
Tax  Commissioners,  under  direction  of  the  Board 
of  Taxes  and  Assessments, 

"  to  assess  all  the  taxable  property  in  the  several 
districts  that  may  be  assigned  to  them  for 
that  purpose  by  said  board,  and  they  shall 
furnish  to  the  said  board,  under  oath,  a 
detailed  statement  of  all  such  property, 
showing  that  said  deputies  have  personally 
examined  each  and  every  house,  building, 
lot,  pier,  or  other  assessable  property,  giving 
the  street,  lot,  ward,  town,  and  map  number 
of  such  real  estate  embraced  within  said 
districts,  together  with  the  name  of  the  owner 
or  occupant,  if  known ;  also  the  sum  for 
which,  in  their  judgment,  each  separately 
assessed  parcel  of  real  estate  under  ordinary 
circumstances  would  sell  if  it  were  wholly 
unimproved;  and,  separately  stated,  the  sum 
for  which  under  ordinary  circumstances  the 
same  parcel  of  real  estate  would  sell  with 
the  improvements,  if  any,  thereon  ;  with  such 
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other  information  in  detail  relative  to  per- 
sonal property  or  otherwise,  as  the  said  board 
may  from  time  to  time  require."^ 

The  machinery  of  valuation  is,  it  will  be  seen,  Entirely 
very  different  from  that  proposed  in  the  Bill,  '^^^^p^polll'^in^ 
valuation  of  site  value  is  made,  in  ordinary  course,  by  Bill. 
the  ordinary  officers  who  value  all  property,  and  not 
by  a  special  tribunal  created  for  the  occasion.  When 
this  law  of  1903  was  passed  the  assessing  board  were 
already  in  possession  of  full  particulars  of  the  extent, 
area,  character  and  value  of  every  plot  in  New  York, 
as  it  then  stood,  so  that  there  was  not  much  difficulty 
in  carrying  out  the  additional  work  entrusted  to 
them.    No  such  information  exists  in  this  country. 
It  would  all  have  to  be  collected,  and  this  would  be 
the  labour  of  many  years. 

In  New  York  the  taxpayer  has  the  right  of  appeal  Appeal. 
against  any  valuation,  which  he  considers  too  high, 
(i)  to  the  Board  of  Supervisors  and  (2)  to  the 
Supreme  Court  of  the  State  of  New  York. 

The  novelty  in  valuation  introduced  in  1903  \s  Vacant  land 

the  ascertaining  of  the  value  of  the  property  as  if  it  ^^^ued 

,    , ,  .  .  before. 

were  wholly  unimproved,  that  is,  as  if  there  were 

no  buildings  upon  it.  This,  however,  applies  only 
to  built  property.  There  is  no  change  as  regards  un- 
covered land.  Such  land  is  now,  and  always  has  been, 
valued  on  its  selling  value  in  ordinary  circumstances. 
In  considering  these  circumstances,  the  chance  of  a 
sale  is  one  which  is  taken  into  account,  in  other 

^  Charter  of  the  City  of  New  Tork,  c.  xvii.  §  889,  as  amended  in 
1903. 
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words,  the  deferred  not  the  present  value  is  taken  into 
account. 

Essential         There  is,  however,  an  essential  diiFerence  between 

difference      ^j^^  taxation  raised  in  New  York  and  that  which 

m  use  oj  ^ 

valuations.  is  proposed  to  be  levied  under  the  Bill.  The 
valuation  of  New  York  is  used  merely  for  distri- 
buting rateably  amongst  the  taxpayers  a  fixed  amount 
of  taxation.  In  the  Bill  the  valuation  is  intended 
to  be  used  for  exacting  the  maximum  sum  that  the 
tax  will  permit.  The  opinion  of  Lord  President 
Inglis  as  to  the  marked  difference  between  the 
two  objects  has  already  been  quoted  {supra ^  p.  5). 
The  object  of  the  New  York  law  is  thus 
stated  by  a  text  writer :  The  rights  of  a 
taxpayer  are  two  :  first,  that  his  real  property  shall 
not  be  assessed  at  more  than  its  value  ;  second,  that 
it  shall  not  be  assessed  at  a  higher  proportionate 
value  than  the  other  property  upon  the  same  roll 
(Tax  Law,  section  250),  or,  in  the  City  of  New 
York,  at  a  higher  proportionate  valuation  than  other 
property  of  like  character  in  the  same  ward  or 
section  (Charter,  section  906).  The  whole  question 
is  one  of  proportion.  A  certain  sum  of  money 
represented  by  the  Budget  must  be  raised  by  an 
equal  apportionment  upon  all  taxable  property,  real 
and  personal.  The  right  of  each  taxpayer  is  that 
he  should  pay  no  more  taxes  on  account  of  his 
ownership  of  property  than  others  pay  on  account 
of  property  of  equal  value.  Therefore  it  is  imma- 
terial to  him  that  all  property  be  assessed  at  50  per 
cent,  or  150  per  cent,  of  value  provided  the  ratio  is 
the  same  in  all  cases.     Under  the  law  as  it  exists 
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an  assessment  at  more  than  full  value  can  be  reduced 
without  showing  inequality/'^ 

The  Assessors  in  New  York  have  no  interest  to  Assessors  in 
over- value  ;  their  sole  duty  is  to  value  uniformly.  ^^^^^^^^"^^ 
The  object  of  the  Commissioners  of  Inland  Revenue,  over-value. 
as  the  Lord  President  points  out,  is  very  different. 
They  have  a  strong  interest  to  over-value.    Yet  the 
Government  propose  to  introduce  a  new  and  intri- 
cate system  of  valuation,  one  which  would  be  capable  Inland 
of  inflicting  immense  injury,  and  to  entrust  its  ^^veTtrong 
administration  not  to  the  ordinary  tribunal  charged  merest  to 
with  the  duty  of  preparing  valuations  for  assess- 
ment  purposes,  but  to  the  Commissioners  of  Inland 
Revenue,  who  are  to  act  without  control  or  super- 
vision ;  and  against  whose  adjudications  the  taxpayer 
is  to  have  no  appeal,  and  no  means  of  redress  in  case 
of  excess  valuation. 

The  example  of  New  York  condemns  the  Govern- 
ment proposal,  and  shows  how  unreasonable  and 
unfair  it  is. 

COST  INVOLVED. 

It  was  admitted  by  the  Select  Committee  of  1906  Select  ^ 
that  the  cost  of  preparing  the  Roll  of  Land  Values  rTJ^mnded 
recommended  by  them  would  be  a  work  of  much  skilled 
labour  and  would  involve  considerable  expense.  It 
was  pointed  out  that  the  ordinary  Valuation  Assessors 
would  not  themselves  be  able  to  make  the  valuation, 
but  would  require  expert  assistance,  and  that  this 
would  have  to  be  paid  for.    No  provision  is  made 

^  Quoted  in  Despatches  from  H.M.  Consular  Officers  respecting  the 
Taxation  of  Land  Values,  p.  5  (1909),  Cd.  4578. 
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in  the  Bill  for  such  assistance,  or  for  meeting  the 
additional  cost  which  would  be  imposed  upon  the 
Board  of  Inland  Revenue  in  carrying  out  the  pro- 
visions of  the  Bill,  and  apparently  no  provision  has 
been  made  for  such  cost  in  the  Estimates  for  the 
year. 

The  only  conclusion  which  can  be  drawn  is  that 
the  Commissioners  of  Inland  Revenue  do  not 
propose  to  take  assistance  in  carrying  on  the  work, 
and  do  not  appreciate  the  difficulty  of  the  task  they 
desire  to  undertake. 


Inland         How  little  fitted  the  officials  of  the  Commissioners 

Revenue    ^£  Inland  Revenue  are  for  the  work  proposed  to  be 

ojjicers  unjit  ^  ^ 

for  work  c/entrusted  to  them  may  be  seen  from  the  evidence  of 

valuation.       Assessor  under  the  Lands  Valuation  Act,  of  great 
experience  : 

7872.  The  present  class  of  assessors  who  are 
being  sent  to  Scotland  from  Somerset  House  are 
invariably  a  young  class  of  men,  are  they  not 
comparatively  junior  men  under  the  new 
scheme  } — Men  of  a  fair  amount  of  experience. 

7873.  But  mostly  of  course,  in  Income-Tax 
work } — Yes. 

7874.  So  that  it  takes  a  considerable  time 
before  they  get  into  the  ordinary  work  of  assess- 
ing under  the  Lands  Valuation  Act,  which  they 
have  to  perform  in  most  of  the  districts  of 
Scotland  } — It  depends  very  largely  on  the 
individual ;  it  takes  some  time,  of  course. 

7875.  He  has  to  gain  his  experience  and 
his  knowledge  of  locality  to  start  with  } — He  has 
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the  existing  valuation  roll  to  guide  him  and  his 
assessor's  [?  predecessor's]  notes  and  his  clerks. 

7876.  My  point  is  this  :  that  under  present 
circumstances  he  has,  of  course,  the  roll,  and  he 
has  also  a  very  valuable  comparison  as  between 
the  letting  value  of  one  subject  and  another  to 
guide  him.  But  in  this  particular  case  of 
valuing  a  site  he  would  not  have  quite  the 
same  easy  job,  would  he  ? — No,  it  would  be  a 
very  difficult  matter  for  anyone,  and  especially 
a  young  man. 

7877.  Even  for  a  trained  valuator  it  would 
be  an  extremely  difficult  thing  to  value  these 
sites  at  all  accurately  ? — That  is  so. 

7878.  And  in  the  end  it  would  be  really  a 
matter  of  opinion,  would  it  not  ? — Yes. 

7879.  Then  you  entirely  disagree  with  those 
who  minimise  these  difficulties  — Certainly.^ 

The  estimate  of  the  Valuation  Assessor  for  Glasgow  Cost  of 
was  that  the  new  valuations,  which  would  have  been  ^j^^^^on 
required  under  the  Bill  of  1906,  would  cost  the 
Corporation  in  the  first  year  £'^000,  If  this  be 
taken  as  the  measure  of  expense  for  the  12,800  acres 
within  the  present  boundaries  of  Glasgow,  it  shows 
that  to  carry  out  the  work  that  would  be  imposed 
upon  the  Commissioners,  under  the  Bill,  in  urban 
areas  and  in  country  areas  in  the  three  Kingdoms,  it 

1  Evidence  of  Mr.  Philip  Sulley,  Assessor  under  the  Lands 
Valuation  Act  for  the  County  of  Fife,  and  for  the  Parliamentary 
Burghs  of  Kirkcaldy,  Burntisland,  Dysart,  Kinghorn,  Cupar,  and 
St.  Andrews.  Report  of  the  Select  Committee  on  the  Bill  of  1906, 
p.  440. 
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Increased  by 
separate 
valuation 
of  minerals. 


Under- 
estimate to  be 
checked  by 
increment 
duty. 


would  amount  to  an  enormous  sum.  Experts  are 
of  opinion  that  the  estimate  of  {J^ooo  is  much  under 
the  mark  for  Glasgow. 

The  land  is  to  be  valued  apart  from  the  minerals 
which  is  an  additional  complication  not  contemplated 
in  1906  ;  and  as  a  separate  valuation  of  minerals  is 
required  this  will  add  largely  to  the  cost  of  the 
work.  The  relation  which  is  to  be  assumed  to  exist 
between  surface  and  minerals,  for  the  purpose  of 
valuation,  is  not  specified,  so  that  a  valuation  of 
either  will  be  difficult  and  very  uncertain. 

The  idea  of  the  Government  no  doubt  is  that 
an  owner  will  not  be  likely  to  underestimate  the 
value  of  his  property  ;  and  that  if  there  is  an  under- 
value for  Undeveloped  land  duty,  this  will  be 
remedied  by  the  larger  sum  that  will  be  paid  as 
Increment  value  duty.  This  is  not  the  principle 
which  has  hitherto  been  followed  in  the  administration 
of  the  law  in  this  country.  A  return  is  no  doubt 
required  for  Income  Tax  purposes  ;  but  it  is  a 
return  of  facts  within  the  knowledge  of  the  tax- 
payer. 


Cost  to  Whatever  may  be  the  views  of  the  Government 

owners  of  reference  to  the  cost  to  the  department  which  is 
land.  . 

to  be  entrusted  with  the  duty  of  preparing  the 

Roll  of  Values  contemplated  by  the  Bill,  the  position 

of  owners  of  land  and  houses  cannot  be  overlooked. 

As  was  shown  in  the  case  of  the  Bills  of  1906 

and   1907,  the  expense  of  preparing  the  returns 

required   under   these    Bills   on   the  part   of  the 

landowners  would  be  very  great  :  and  it  will  now  be 
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much  greater,  on  account  of  the  separate  valuation 

of  minerals  which  is  to  be  required.    No  owner  of  land  Expen 

could  make  the  return  contemplated  by  Section  '^^^rg^l^^ed 

of  the  Bill  without  expert  assistance.     No  man 

attempts  to  make  a  valuation  of  his  own  land ; 

much  less  a  valuation  of  his  land  as  distinguished 

from  the  minerals  in  the  land  ;  and  of  site  value 

as  distinguished  from  total  value.    Such  a  valuation 

could  be  attempted  only  by  a  professional  valuator. 

In  order  to  enable  the  valuator  to  report,  it  is 

necessary  that  he  should  have  exact  particulars  of 

the  area,  rental,  and  burdens  of  the  land  to  be 

valued,  of  the  conditions  under  which  it  is  held, 

of  the  obligations  to  which  it  is  subject,  to  the 

neighbouring  land,  and  the  rights  which  it  has  over 

adjoining  property,  and  so  on  ;    the  state  of  the 

minerals,  and  the  prospect  of  their  being  worked. 

This  inform.ation  must  be  supplied   from  several 

sources.     No  valuation  would  probably  cost  less 

than  from  £1.  to  ;/^3,  and  many  of  them  might  cost 

a  great  deal  more ;  and  in  addition  there  is  the 

cost  involved  in  the  preparation  of  the  particulars 

required  by  the  valuator. 

In  Glasgow  alone  there  are  about  65,000  areas  A^^^/^^^r  0/ 

which  would  require  to  be  separately  valued,  so  that '^^{'=^^^<?'-^ 
.1  ^      .  ^        „  ,  Glasgow. 

the  expense  imposed  upon  proprietors  all  over  the 

country  would  be  enormous. 

This  cost  was  one  of  the  reasons  which  chiefly  Cost  defeated 

contributed  to  the  loss  of  the  Bill  of  1907  ;  but  the  ^'^^'2^  ^9o7- 

Government,  nevertheless,  propose  to  impose  this 

ruinous  expense  upon  the  country,  to  raise  a  revenue 

which,  on  their  own  estimate,  would  be  trifling. 
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The  Government,  no  doubt,  jeer  at  the  sugges- 
tion that  there  will  be  any  difficulty  in  supplying 
the  information  demanded.  Experience  shows  that 
there  will  be  great  difficulty  and  expense  in  doing 
so.  The  Chancellor  of  the  Exchequer  professes 
to  rely  upon  the  information  supplied  to  him  in  his 
own  department ;  but  that  department  has  no  infor- 
mation of  the  kind  required,  and  no  experience  of  pre- 
paring it.  The  practice  in  New  York  shows  the  kind 
of  particulars  which  the  Assessors  there  must  obtain 
for  themselves,  and  not  by  a  process  of  inquisition. 

No  canon  of  taxation  is  more  settled  than  this, 
that  in  imposing  taxation  as  little  inconvenience  and 
as  little  expense,  as  may  be,  shall  be  caused  to  the  tax- 
payer. Practically  no  expense  is  caused  to  the  owner 
in  making  the  returns  required  under  the  Lands 
Valuation  (Scotland)  Act,  and  under  the  Income 
Tax  Acts.  A  valuation  is  now  proposed  which 
would  be  most  costly,  and,  as  has  been  pointed 
out,  would  place  every  land  owner  in  the  country  at 
the  mercy  of  the  Commissioners  of  Inland  Revenue. 


TIME. 

Shortness  of  The  Commissioners  of  Inland  Revenue  are,  as 
time  allowed,  ^qq^^  ^s  may  be  after  the  passing  of  the  Act,  to 
require  delivery  of  the  returns  already  mentioned 
{supra.,  p.  15);  and  these  returns  must  be  made 
within  30.  days  after  request.  The  duties  are  now 
running  if  the  Bill  is  passed.  It  cannot  be  passed 
before  autumn :  another  financial  year  will  com- 
mence on  5th  April,  19 10,  so  that  the  returns  must 
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be  got  in,  the  valuations  made,  and  the  tax  laid  on, 

all  within  the  space  of  a  few  months.     This  is 

impossible ;  and  clearly  indicates  that  the  proposed 

valuation  must  in  the  first  instance  be  a  sham. 

The  Chancellor  of  the  Exchequer  speaks  of  the  First  roll 

modest  sum  which  the  proposed  tax  is  to  bringf  in.  ^f^,  ^ 

^    ^  °  skeleton 

This  might  be  so  for  the  first  year  or  two,  because 
the  Roll  would  be  a  skeleton,  and  any  figure  would 
be  filled  in  that  the  owner  might  suggest  or  the  ^  ^ 
Commissioners    might  fix.     Under- valuations   for  j^g 
undeveloped  land  duty  would  be  checked  by  incre-  revised  to 
ment  value  duty ;  and  year  by  year  this  mstrument  Comndssion- 
of  oppression  would  be  revised  and  brought  more  ^rs. 
to  the  mind  of  the  Board  and  its  officials. 

The  Commissioners  of  Inland  Revenue  are  ulti-  Tyranny  of 
mately  to  value,  as  they  may,  in  their  uncontrolled 
discretion,  think  proper.  The  Bill  proposes  to 
authorise  them  to  put  such  valuation,  as  they  choose, 
upon  every  square  yard  of  land  in  the  United 
Kingdom,  and  to  levy  taxes  in  accordance  with 
their  own  arbitrary  standard.  A  grosser  form  of 
tyranny  could  not  be  devised.  An  exaction  more 
unjust  than  Ship-money  is  to  be  legalised ;  and  a 
tribunal  more  despotic  and  merciless  than  the  Star 
Chamber  is  to  be  set  up  by  Act  of  Parliament 
in  1909. 

INCREMENT  VALUE  DUTY. 

The  Bill  proposes  to  enact  (§1)  that : 

I.  (i)  Subject  to  the  provisions  of  this  part 
of  this  Act,  there  shall  be  charged,  levied,  and 
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paid  on  the  increment  value  of  any  land  a  duty, 
called  "  Increment  Value  Duty,"  at  the  rate  of  one 
pound  for  every  full  five  pounds  of  that  value. 

The  duty  or  a  proportionate  part  thereof  it  is 
proposed  shall  become  due  : 

{a)  on  the  occasion  of  any  transfer  on  sale  of 
the  land  or  any  interest  in  the  land,  or  the 
grant  of  any  lease  (not  being  a  lease  for  a  term 
of  years  less  than  seven  years)  of  the  land ;  and 

{¥)  on  the  occasion  of  the  death  of  any 
person  dying  after  the  commencement  of  this 
Act,  where  the  land  or  any  interest  in  the  land 
is  comprised  in  the  property  passing  on  the 
death  of  the  deceased  within  the  meaning  of 
sections  one  and  two  of  the  Finance  Act,  1894, 
as  amended  by  any  subsequent  enactment ;  and 

{c)  where  the  land  or  any  interest  in  the 
land  is  held  by  any  body  corporate  or  by  any 
body  unincorporate  as  defined  by  section  twelve 
of  the  Customs  and  Inland  Revenue  Act,  1885, 
on  such  periodical  occasions  as  are  provided  in 
this  Act ; 

and  on  each  of  those  occasions  the  duty,  or  pro- 
portionate part  of  the  duty,  due,  so  far  as  it  has 
not  been  paid  on  any  previous  occasion,  shall  be 
collected  in  accordance  with  the  provisions  of  this 
Act. 

The  proposed  Increment  Value  Duty  is  thus  a 
duty  of  20  per  cent,  on  the  Increment  value  of  land 
{a)  sold,  {h)  leased  for  seven  years  or  upwards,  (<:) 
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passing  on  death,  and  {d)  in  the  case  of  Corporations 
at  the  end  of  each  fifteenth  year. 

The  Increment  Value  of  land  is  defined  as  follows  :  Definitions. 

(1)  For  the  purpose  of  this  part  of  this  Act  the 
increment  value  of  any  land  shall  be  deemed  to  be 
the  amount  (if  any)  by  which  the  site  value  of  the 
land,  on  the  occasion  on  which  increment  value 
duty  becomes  due,  exceeds  the  original  site  value 
of  the  land. 

(2)  The  site  value  of  the  land  on  the  occasion 
on  which  increment  value  duty  becomes  due  shall 
be  taken  to  be, — 

{a)  Where  the  occasion  is  a  transfer  on  sale 
of  the  fee  simple  of  the  land,  the  value  of  the 
consideration  for  the  transfer  ;  and 

(P)  Where  the  occasion  is  the  grant  of  any 
lease  of  the  land,  or  the  transfer  on  sale  of  any 
interest  in  the  land,  the  value  of  the  fee  simple 
of  the  land  calculated  on  the  basis  of  the  value 
of  the  consideration  for  the  grant  of  the  lease 
or  the  transfer  of  the  interest ;  and 

{c)  Where  the  occasion  is  the  death  of  any 
person  and  the  fee  simple  of  the  land  is 
property  passing  on  that  death,  the  principal 
value  of  the  land  as  ascertained  for  the 
purposes  of  Part  I.  of  the  Finance  Act,  1894, 
and  where  any  interest  in  the  land  is  property 
passing  on  that  death  the  value  of  the  fee 
simple  of  the  land  calculated  on  the  basis  of  the 
principal  value  of  the  interest  as  so  ascertained ; 
and 
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{d)  Where  the  occasion  is  a  periodical 
occasion  on  which  the  duty  is  due  in  respect  of 
land  held  by  a  body  corporate  or  unincorporate, 
the  value  of  the  fee  simple  of  the  land  as 
ascertained  for  the  purposes  of  the  assessment 
of  duty  under  this  Act ; 

Deductions.  subject  to  such  deduction  (if  any)  as  the  Commis- 
sioners allow  in  each  case  in  respect  of  any  part  of 
the  value  which  is  proved  to  their  satisfaction  to  be 
attributable  to  the  value  of  buildings  or  structures 
of  which  the  land  is  deemed  to  be  divested  under 
this  Act,  for  the  purpose  of  ascertaining  the  site 
value,  or  to  any  matter  in  respect  of  which  a 
deduction  may  be  allowed  under  this  Act  in 
estimating  that  site  value,  or  to  goodwill  or 
any  other  matter  which  is  personal  to  the  occupier 
or  other  person  interested  for  the  time  being 
in  the  land,  and,  in  the  case  of  agricultural  land 
the  value  of  which  is  due  solely  to  its  capacity  for 
agricultural  purposes,  also  in  respect  of  any  part 
of  that  value  which  is  proved  to  the  satisfaction  of 
the  Commissioners  to  be  attributable  to  works  of 
a  permanent  character,  executed  by  or  on  behalf  of 
any  person  interested  in  the  land. 

Method  The  proposed  method  by  which  Increment  value 
explained,  ascertained  is  thus,  in  the  case  of  sale,  to 

take  the  original  site  value,  as  determined  by  the 
Commissioners  under  §  17  of  the  Act  {supra.,  p.  18), 
and  compare  it  with  the  price  at  which  the  property 
has  been  sold.    From  that  price  the  Commissioners 
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may  allow  a  deduction  of  such  sum,  as  is  "  proved 
to  their  satisfaction,"  to  be  attributable  to  the  value 
of  buildings  or  structures  of  which  the  land  is 
deemed  to  be  divested,  or  to  goodwill,  or  to  any 
other  matter  which  is  personal  to  the  occupier.  If 
the  net  site  price  thus  arrived  at  is  in  excess  of  the 
original  site  value,  the  excess  is  increment  value,  and 
upon  its  amount  Increment  value  duty  is  assessed. 

In  the  case  of  agricultural  land  there  may  be  also  Agricultural 
deducted  from  the  price  such  sums  as  the  Com- 
missioners  allow  as  due  solely  to  its  capacity  for 
agricultural  purposes,  and  also  any  part  of  that 
value  which  is  proved  to  the  satisfaction  of  the 
Commissioners  to  be  attributable  to  works  of  per- 
manent character  executed  by  or  on  behalf  of  any 
person  interested  in  the  land. 

The  calculation  is  apparently  intended  to  work  Examples. 
out,  in  the  case  of  a  sale,  somewhat  as  follows: 

Urban  Property. 
Original  site  value,-       _       _       _  ;^^300 
Site  value  on  occasion  of  sale,  ascer- 
tained thus: 

Price,-       -----  ;£3000 

Less  (a)  Buildings  and  fixtures,  -  ^^2000 
(^)  Goodw^ill,   -       -       -  500 

  2500 

  500 

Increment  value,       -       -       -       -  £p^oo 

being  sum  by  which  the  site  value  exceeds  the  original  site 
value. 

Increment  value  duty  at  20  per  cent.,  -  ^^40 
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Agricultural  Property. 
Original  site  value,        -       _       _  Nil. 
Site  value  on  occasion  of  sale : 

Price,         -  ;£3000 
Less  [a)  Buildings,  fencing,  drains, 

etc.,  -  ;£iooo 

[b)  Inherent  fertility,-       -  500 

[c)  Embanking,,-       -       -  200 

 ;^I700 

Increment  value,  -       -       -  ^^1300 

being  the  sum  by  which  the  value  exceeds  the  original  site 
value. 

Increment  value  duty  at  20  per  cent,     -  j^26o 

Increment      One  of  the  favourite  maxims  of  the  land  value 

value  duty  doctrinaires  is,  that  a  tax  upon  houses  is  a  tax  upon 
a  tax  upon  ^  ^ 

industry,    the  product  of  industry  ;  and  that  to  put  a  tax  upon 

land  values  v^^ould  relieve  the  product  of  labour  from 
taxation.  The  Increment  value  duty  had  not  been 
thought  of  when  this  doctrine  was  propounded.  That 
duty  would  be  a  tax  upon  the  products  of  industry 
and  nothing  else.  Suppose  that  it  existed,  and  that 
a  man  were  to  buy  a  piece  of  land  for  £100,  and 
having  erected  a  building  upon  it  at  a  cost  of  ;^3000, 
were  to  sell  the  whole  at  the  end  of  twenty  years 
for  £2^00  or  ;^ioo  less  than  the  cost.  The 
Commissioners  then  come  upon  the  field  to  deter- 
mine how  much  of  the  price  is  attributable  to  the 
value  of  the  buildings.  There  is  no  appeal  against 
their  determination,  except  to  their  nominee,  the 
referee,  so  that  appeal  may  be  considered  non-exis- 
tent.   They  would  probably  say  "  Those  buildings 


INCREMENT  VALUE  DUTY  91 

are  twenty  years  old  ;  they  are  not  worth  more  than 
£2000^  This  sum  being  deducted  from  the  price 
would  leave  j^iooo  or  ;^900  in  excess  of  the  original 
site  value  of  £100.  Of  this  one-fifth,  or  ;^i8o, 
would  be  payable  as  Increment  site  value.  That 
payment  would  be  a  tax  upon  the  building  and 
nothing  else.  Its  owner  has  to  pay  ;^i8o  on 
account  of  the  natural  decay,  because  it  is  alleged 
that  a  value  equal  to  the  depreciation  has  passed  into 
the  land. 

The  proposed  method  of  dealing  with  leases  is  Case  of 
not  very  intelligible.  Building  leases  are  practically 
unknown  in  Scotland,  and  need  not  therefore  be  con- 
sidered. Agricultural  land  is  generally  let  on  a  lease 
of  19  years ;  occasionally  it  is  let  for  a  shorter 
period.  Much  urban  property  is  let  from  year  to 
year,  but  a  large  portion  is  let  upon  lease  for  periods 
of  three,  five,  seven  and  ten  years,  and  some  for 
longer  periods. 

What  seems  to  be  intended  in  the  case  of  a  lease 
of  longer  duration  than  seven  years,  is  that  the  site 
value  is  to  be  taken  as  the  value  of  the  fee  simple 
of  the  land,  calculated  on  the  basis  of  the  value  of 
the  consideration  of  the  lease,  the  same  deductions 
being  allowed  as  in  the  case  of  a  sale.  Assume 
that  a  site  is  purchased  for  £'^00,  and  a  factory  is 
erected  upon  it  at  a  cost  of  ^£3000,  and  is  then 
leased  for  a  period  of  ten  years,  at  a  rent  of 
£200  a  year,  the  idea  seems  to  be  to  calculate 
the  value  of  the  land  on  the  basis  of  this 
rent.    The  ordinary  figure  at  which  the  rental  of 
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a  factory  would  be  capitalised  would  be  about 
14  or  15  years'  purchase.  In  the  present  case 
the  former  rate  would  give  as  the  value  of  the 
land  and  buildings  ;^2  8oo.  If  the  buildings  were 
taken  at  their  original  cost  of  ;£3000  the  site  value 
would  disappear  and  no  increment  value  duty  would 
be  payable.  If,  on  the  other  hand,  on  account  of 
the  character  of  the  buildings  or  machinery,  the 
rental  was  capitalised  at  1 8  years'  purchase,  giving  a 
capital  value  of  ^£3600,  and  the  buildings  again  de- 
ducted at  £2^00,  the  site  value  would  become  £6oOy 
and  there  would  thus  be  an  increment  value  of  £2^0, 
and  increment  value  duty  of  £60  would  be  payable. 
Suppose  now  this  factory  was  leased  for  a  second 
term  of  ten  years,  the  same  calculation  would  have 
to  be  gone  through.  If  the  old  rent  of  £200  was 
secured,  the  Commissioners  might  agree  to  capitalise 
this  at  14  years'  purchase  or  £2^00,  but  they  might 
decide  that  the  buildings  were  now  only  worth 
;^20oo.  This  would  give  a  site  value  of  £SoOy  or 
£200  in  excess  of  the  last  adjudication  and  a  further 
increment  value  duty  of  £^0  would  be  payable. 
Violation  of  This  is  represented  as  the  carrying  out  of  Free 
Free  Trade  Xrade  principles.  It  is  an  insult  to  the  memory 
of  Cobden  and  Charles  Villiers.  Economical  dark- 
ness of  the  densest  description  has  fallen  upon  the 
Government. 


While  cases  such  as  these  may  be  referred  to  as 
examples  of  the  operation  of  the  tax,  it  is  not  these 
that  the  Government  have  specially  in  view  in  pro- 
posing the  tax. 


INCREMENT  VALUE  DUTY 


The  built  area  of  towns  being  already  covered  Supposed 
would  not  fall  under  the  operation  of  the  Undeveloped  ^^^f^l^^J^^j 
land  duty  ;  but  it  is  principally  in  towns  that  there 
is  any  appreciable  increase  in  site  value,  and  it  is  this 
increase  which  the  Increment  tax  is  intended  to  assess. 
The  increase  is  not  in  the  land  itself,  but  in  the 
better  and  more  profitable  use  which  is  made  of  it. 

The  only  method  of  ascertaining  the  site  value  of  Method  of 
land  already  built,  which  has  been  suggested,  is  to 
take  the  value  of  the  property  as  it  stands,  and  to 
deduct  from  this  the  known  or  the  estimated  cost 
of  the  buildings,  the  balance  is  assumed  to  be  the 
value  of  the  site.  This  is  the  method  laid  down  in 
the  Bill. 

The  capital  value  of  built  property  is  merely  an  Capital  value 

expression  of  the  annual  value.    The  rent  is  ascer-  '^^  ^^^^^b 
y  _  ^  expression  of 

tained,  and  is  taken  at  a  certain  number  of  yc2iYS  annual  value. 
purchase,  in  accordance  with  the  character  and  situa- 
tion of  the  building.  What  is  to  be  ascertained 
is,  what  capital  sum  can  be  paid  for  the  property  so 
as  to  yield  a  certain  desired  percentage  }  Thus,  take 
a  good  tenement  in  Glasgow  yielding  a  rent  of  £200 
a  year.  This  would  probably  be  taken  at  15  years' 
purchase,  or  £2>^oo  ;  but  from  the  rental  there  fall 
to  be  paid  rates,  taxes,  repairs,  management,  and 
other  outgoings,  taken  at  25  per  cent.  This  would 
leave  a  net  return  of  £1^0^  or  five  per  cent,  upon 
the  money  invested  in  the  purchase. 

The  valuation  of  house  property  in  Glasgow  is  gene-  Conversion 
rally  based  on  from  thirteen  to  fifteen  years'  purchase 
in  the  case  of  ordinary  dwelling  houses,  and  from 
fifteen  to  eighteen  years'  purchase  in  the  case  of 
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shops.    Office  and  warehouse  property  may  be  taken 

at  about  the  same  figure.    It  is  obvious,  therefore, 

that  the  value  of  an  urban  property  depends  entirely 

upon  its  rental  ;  and  the  rental  depends  upon  the 

suitability  and   attractiveness  of  building  for  the 

purpose  for  which  it  is  intended. 

Rental  deter-     The  rental  of  a  building  is  therefore  determined 

mined  by  -^^  character  and  cost.    A  building  costing  jfiooo 

character  and    ^  .  . 

cost  of         may  produce  as  good  a  rental  as  a  building  costing 

building.       £2000,  but  this  would  make  all  the  difference  in 

the  result  when  what  is  called  site  value  comes  to  be 

estimated.    Take  two  similar  and  adjoining  sites. 

On  one  there  is  an  old  building  of  the  value  of 

;^iooo,  the  whole  producing  a  rent  of  £100  a  year. 

On  the  other  there  is  a  new  building  which  has  cost 

^5000,  the  whole  producing  £s^^  ^  year.    If  both 

rentals  were  capitalised  at  eighteen  years'  purchase, 

the  value  of  the  one  site  would  be  ;^8oo,  and  of  the 

other  j^4000j  and  yet  they  are  identical  in  area  and 

advantages. 

Select  Com-       This  and  a  great  volume  of  similar  evidence  was 

mittee  did  not  ^^^^^^  the  Select  Committee  of  1906,  and  in  their 

approve  ^  ^  ' 

method  of      Report  they  frankly  admit  that  "  to  adopt  in  all 

instances  the  method,  useful  enough  in  some,  of 
deducting  from  the  total  value  the  cost  of  the 
buildings  and  then  taking  the  sum  left  as  the  value 
of  the  land,  it  was  shown,  might,  and  would,  lead 
to  very  anomalous  results."  "  This  cannot,"  they 
continue,  "  be  doubted.  For  a  dear  and  ornate 
building  may  not  always  yield  so  high  a  rental  as 
a  cheap  and  plain  edifice.  And  the  cost  of  a  build- 
ing is  not  always  a  reliable  test  of  the  rental  it 
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will  fetch."  They  thought,  however,  that  an 
"  intelligent  valuator "  would  solve  the  difficulty, 
and  reported  in  favour  of  the  ascertainment  of  the 
site  value  of  all  land,  built  and  unbuilt,  in  Scot- 
land. The  official  Bill  of  1907,  accordingly  gave 
effect  to  this  recommendation.  In  the  meantime  the 
"  intelligent  valuator  "  has  not  been  found.  On  the 
contrary,  every  valuator  of  experience,  throughout 
the  country,  has  condemned  the  proposal  as  im- 
practicable. Nevertheless  it  appears  in  the  Finance 
Bill,  as  the  rule  to  be  applied  by  the  Commissioners 
of  Inland  Revenue. 


If  any  street  in  the  central  area  of  Glasgow  be  Extra- 

taken,    and  site  value  calculated  in    the  manner 

'  variation 

proposed  in  the  Bill,  the  most  extraordinary  results  in  site  values 

would  be  obtained.    In  one  block,  with  the  same  ^^^^f  f  ^^^^ 

method 

frontage  and  adjoining  and  similar  sites,  the  returns  proposed. 
will  vary,  as  has  been  already  mentioned  (page  29), 
from  300  to  400  per  cent.  The  return  from  the  site 
depends  upon  the  use  to  which  it  is  put,  and  the  plan 
and  suitability  of  the  building.  The  value  of  the  site 
depends  not  upon  qualities  inherent  in  itself,  but 
upon  the  return  it  gives  through  use.  Some  ex- 
amples have  already  been  given  (p.  29)  of  the 
difference  in  site  value  in  one  street  in  Glasgow 
rising  wholly  from  the  difference  in  the  style  and 
character  of  the  buildings  which  have  been  erected. 

Take  another  case.    In  the  same  street  a  new  Example  in 
building  is  just  being  completed.    The  net  area  ^^^^S^^- 
of  building  ground  is  600  square  yards.    Its  value 
with  the  old  buildings  was    16,700.    The  value  of 
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these  buildings  was  ;^40005  leaving  a  balance  of 

1 2,700,  or  about  £^21  per  square  yard,  as  repre- 
senting the  site  value  in  terms  of  the  Bill. 
Example  in  'p^g  j^ew  building  is  four  storeys  in  height,  with  a 
basement  and  small  attic.  The  estimated  cost  of 
this  building  is  15,700  and  the  estimated  rental  is 
;^2ooo.  Taking  this  at  eighteen  years*  purchase 
gives  a  total  value  of  6,000.  If  now  the  value  of 
the  buildings,  ^15,700,  be  deducted,  there  is  left  a 
sum  of  ;^20,300,  or  ^^34  per  square  yard,  as  repre- 
senting what  is  called  site  value. 

The  result  is  that  by  the  erection  of  a  new,  im- 
proved and  up-to-date  building  the  site  value  is 
increased  by  the  sum  of  £y6oo.  The  land  itself 
remains  precisely  as  it  was  before  the  new  building 
was  erected.  There  has  been  no  change  of  circum- 
stances, no  alteration  in  the  neighbourhood,  and 
nothing  to  produce  the  increase  except  the  enterprise 
of  the  owners,  the  expenditure  of  their  capital,  and 
the  production  of  a  suitable  building. 

The  first  proposal  of  the  owners  was  to  erect  a 
building  of  eight  storeys,  and  authority  for  this  was 
obtained  from  the  Dean  of  Guild  Court ;  but 
subsequently  application  was  made  to  the  Court  for 
leave  to  restrict  the  building  to  four  storeys,  which 
was  granted. 

If,  however,  the  building  had  been  carried  up  to 
the  height  of  eight  storeys  and  had  been  let,  the 
estimated  rental  was  ^2700,  and  the  total  cost  of  the 
building  would  have  been  ^£2  5,000.  Taking  this 
rental,  as  before,  at  eighteen  years'  purchase  would 
give  ;£48,6oo  as  the  total  value  of  the  property,  and 
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deducting  the  cost  of  the  buildings,  ;/^2 5,000,  would 
leave  the  sum  of  ;^23,6oo,  or  fully  ;^39  per  square 
yard,  as  representing  site  value.  The  addition  of 
four  storeys  to  the  building  would  therefore  increase 
the  site  value  by  an  additional  £2200,  with  no 
alteration  whatever  upon  the  character  of  the  site 
itself.  The  community  has  done  nothing  for  it ; 
the  municipality  has  done  nothing  for  it ;  the  nation 
has  done  nothing  for  it.  The  street  is  formed  upon 
land  belonging  to  the  predecessor  in  title  of  the 
present  owners,  and  v/as  formed  at  his  expense.  The 
municipality,  no  doubt,  now  maintains  it,  but  that 
is  in  exchange  for  the  use  which  the  public  have 
of  the  street,  and  the  use  which  they  themselves 
have  of  it  for  drains  and  sewers,  and  for  profit- 
earning  plant  such  as  gas  and  water  pipes  and 
electric  cables. 

The  building  belongs  to  a  body  corporate,  and  if  Dury  payable 

the  Bill  were  passed  Increment  value  duty  would  be  ^^^^ 
^  _  corporate, 

payable  every  fifteen  years  ;  and  in  the  meantime 
they  would  have  to  pay  this  duty  on  all  leases  they 
granted  exceeding  seven  years  in  duration. 

Assume,  however,  that  instead  of  belonging  to  a  by  private 
company  the  building  had  belonged  to  an  individual, 
and  that  the  proposals  in  the  Bill  had  been  law  prior 
to  the  erection  of  the  new  building.  In  that  case  the 
site  value  would  have  been  entered  on  the  Roll  of 
Original  Site  Values  at  12,700.  If,  then,  the  owner 
had  erected  the  present  building,  and  had  thereafter 
died,  it  would  be  claimed  that  there  had  been  an 
increment  of  value  on  the  site  of  £j6oo  ;  and 
Increment  value  duty  would  have  been  payable  by 

G 
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the  representatives  of  the  deceased  owner  at  the  rate 
of  20  per  cent. ;  that  is  to  say,  the  representatives 
would  have  required  to  pay  as  Increment  value  duty 
the  sum  of  ^^1520. 

Estate  duty.  This  is  not  all.  Increment  value  duty  is  (Bill,  §  5) 
to  be  in  addition  to  Estate  duty.  That  duty  would 
in  the  above  case  be  6  per  cent.  (Bill,  §  40,  and 
Second  Schedule,  p.  55)  on  the  total  value,  that  is 
6  per  cent,  on  £'t^6^ooo^  or  £2160.  This  would 
mean  a  total  payment  of  £2^^o  from  the  improve- 
ments made  on  the  site. 

Sacrifice  of        Further  it  is  to  be  kept  in  view  that  while 

old  buildings.  ^20,300  is  the  site  value  of  the  new  building  as 
determined  by  the  rules  laid  down  in  the  Bill,  the 
old  building  had  to  be  sacrificed  in  order  to  produce 
it.  That  is  to  say,  ;^4000  worth  of  building  was 
destroyed.  The  actual  site  value  would  therefore 
properly  be  ^16,300  instead  of  ;^2o,300,  but  this 
is  disregarded  in  the  Bill. 

Mortgage.  Suppose  now  that  the  owner  had  not  funds  in 
hand  to  erect  the  new  building,  and  had  borrowed 
5,000  upon  mortgage,  and  that  the  mortgage 
subsisted  at  his  death.  When  his  representatives 
came  to  settle  the  increment  value  duty  they  would 
naturally  say  that,  while  the  site  value  might  be 
;^20,300,  there  was  a  debt  of  15,000  upon  the 
property  and  that  it  ought  to  be  deducted.  The 
Commissioners,  however,  would  tell  them  that,  for 
the  purpose  of  ascertaining  site  value,  land  is  to  be 
deemed  to  be  sold  free  from  incumbrances,  and  that 
the  deduction  of  the  mortgage  could  not  be  allowed. 
Although,  therefore,  the  actual  interest  of  the  estate 


INCREMENT  VALUE  DUTY 


in  the  increment  value  was  only  ;^5300,  the  repre- 
sentatives would  have  to  pay  ^iS'^o  of  increment 
value  duty. 

The  interest  of  mortgagees  and  other  incumbrancers  interest  of 
in  such  cases  has  also  to  be  considered.    Taking;  the  ^'^^^W^^^ 

^  and 

value  of  the  above  property  at      6,000,  a  loan  oi  incumbrancers 

two-thirds  or  {^i\^ooo  would  be  considered  a  safe 

and  proper  one  to  make.    Increment  value  duty, 

like  Estate  duty,  is  a  charge  upon  the  property,  so 

that  by  the  death  of  the  owner  he  would  unexpectedly 

find  a  charge  of  ^1520  put  in  front  of  him,  and  his 

margin  of    12,000  reduced  to  10,800. 

As  before  mentioned  (p.  34),  allowance  is  made  in 
the  case  of  Estate  duty  for  incumbrances,  and  in  the 
above  case  duty  would  be  paid  not  on  ;^3 6,000,  but 
on  that  sum  less  the  mortgage,  that  is  on  12,000. 

This  case  is  a  fair  example  of  the  operation  of  the 
proposed  tax  in  every  urban  area  in  the  United 
Kingdom. 

The  object  of  a  tax  upon  site  values,  as  advocated  Main 
before  the  Government  took  it  in  hand,  was  x_q  principle  oj 
relieve  the  building  and  to  place  taxation  on  the  Committee 
land,  to  free  trade  and  industry  at  the  expense  of  discredited. 
the  landowner.    This  was  the  "  main  principle " 
which  underlay  the  proposal,  as  stated  by  the  Select 
Committee  of  1906.     The  Government  discredit 
that  principle  and  abandon  it,  when  they  fail  to 
assess  Undeveloped  land  duty  upon  built  property. 
Their  proposed  Increment  value  duty  shows  still 
more  clearly  that    the   "  main  principle "  has  no 
existence,  and  that  the  Select  Committee  were  in 
error  in  formulating  it. 
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Industry  Skill,  enterprise,  and  the  judicious  expenditure  of 
taxed,  capital  produce  a  return  in  building  just  as  they 
do  in  any  other  commercial  enterprise.  Instead  of 
being  relieved  by  the  proposed  taxation,  trade  and 
industry  would  be  seriously  prejudiced  and  most 
outrageously  taxed. 

If  in  the  above  case,  the  building  had  been  erected 
for  sale  and  the  builder,  being  entered  on  the  Roll 
of  Site  Values  at  the  sum  of  12,700,  had  removed 
the  old  and  erected  the  new  building  and  sold  it  at 
the  above  price  of  ;/^3 6,000,  he  would  have  been 
charged  ^^1520  of  increment  value  duty  in  respect 
of  his  enterprise  in  sacrificing  the  old  building  of  the 
value  of  ;^4000  and  spending  ;£i 5,700  in  erecting 
the  new  one. 

Tax  a  Nothing  could  be  more  injurious  to  trade  and 

hindrance  to  industry  than  such  a  tax.  It  would  be  a  bar  to 
trade  and  J 

business.  building  enterprise,  and  would  be  a  serious  hin- 
drance to  all  trade  and  business.  The  profit 
arises  wholly  from  the  skill  exercised  in  designing 
the  building  and  constructing  it  at  a  reasonable  cost ; 
but  because  it  is  a  building  the  profit  is  said  to  be 
inherent  in  the  land  as  distinct  from  the  building, 
and  the  land  belongs  to  the  nation,  and  the  nation  is 
entitled  to  appropriate  a  portion  of  that  value  {supra^ 
p.  44),  that  is  to  absorb  it  under  the  name  of 
Increment  value  duty. 

Dissection  the  case  of  sale,  there  is  the  fact  of  price,  which 

of  price.         .  ,   ,  .  . 

is  a  definite  element,  although  it  would  require  to 

be  dissected   for  the  purpose  of  ascertaining  the 

site  value  for  the  payment  of  Increment  duty.  In 
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many  cases,  however,  this  element  would  not  exist. 
Take  the  case  of  the  periodical  payment  of  Incre- 
ment value  duty  by  Corporate  bodies.  An  Invest- 
ment company,  for  instance,  may  own  a  property  Position  of 

in  a  street  in  a  town,  or  a  villa  in  a  suburban  district.  ^^^P^^^^^ 

...  .  .  bodies. 

The  original  site  value  of  the  property  in  question, 

and  of  half  a  dozen  others  alongside  of  it,  might  be 
entered  on  the  Roll,  required  by  the  Bill,  at  £^  per 
square  yard,  or  £1000  for  each  site.  If,  during 
the  currency  of  the  fifteen  years,  the  adjoining  pro- 
prietor were  to  rebuild  his  property  and  thereby 
raise  the  apparent  site  value  to  ;^io  or  £20  "pQY  increase  of 
square  yard,  that  is,  to  £^000  or  £%ooo,  the  Com- ^^^^ 
missioners  would  claim  that  this  site  value  was  to 
be  applied  to  the  property  of  the  company.  Yet 
their  property  had  not  changed  in  any  way.  It 
suited  their  purpose,  and  they  had  not  the  inclina- 
tion or  the  means  to  rebuild ;  but  because  a  neigh- 
bour has  done  so  with  profitable  results,  they  are  to 
be  taxed  on  a  value  not  realised  and  which  might 
never  be  realised  ;  and  could  not  in  any  case  be 
realised  except  by  undertaking  a  commercial  venture 
and  expending  a  large  sum  of  money. 

In  the  same  way  the  villa  and  its  grounds  might 
have  been  feued  at  the  rate  of  4s.  per  square  yard, 
but  when  increment  value  came  to  be  paid  the 
adjoining  land  may  have  been  feued  at  los.  per 
square  yard,  and  in  that  case  the  Commissioners 
would  claim  the  higher  figure.  If  the  area  of  the 
villa  feu  was  two  acres  an  increase  of  the  feuing 
rate  of  from  4s.  to  los.  would  mean  an  increment 
value  of  ^^1452.    To  obtain  that  value  it  would  be 
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Difficulties 
obscured  by 
Government 
but  still  exist. 


Injustice  of 
valuation  of 
land  as 
divested  of 
buildings. 


necessary  to  sacrifice  the  villa  and  sell  the  land.  It 
does  not  follow  that  it  could  be  sold.  This  is  the 
old  difficulty  in  another  shape.  A  sale  is  assumed 
and  the  hypothetical  purchaser  is  again  requisitioned. 
The  only  answer  vouchsafed  is  that  the  "  intelligent 
valuator"  would  act  discreetly.  Unfortunately  the 
"  intelligent  valuator "  is  also  hypothetical,  and  no 
one  has  been  found  who  could  make  such  a  valuation. 

Questions  of  this  description  would  constantly 
arise;  and  it  was  cases  such  as  these  which  showed 
that  it  was  impossible  to  fix  site  values  in  towns  in 
any  reasonable  manner.  The  Government  obscure 
the  question  by  limiting  Undeveloped  land  duty  to 
built  property.  The  difficulty  would,  however,  still 
exist,  and  would  render  it  impossible  to  levy  Incre- 
ment value  duty  on  any  sound  or  known  principle 
of  valuation.  It  is  needless  to  repeat  that  the 
Government  extinguish  the  difficulty,  by  allowing  the 
Commissioners  to  fix  the  imaginary  value  at  any  sum 
they  choose  to  name,  and  depriving  the  aggrieved 
party  of  redress. 

The  assumption  that  the  land  is  to  be  held  as 
divested  of  buildings  for  the  purpose  of  ascertaining 
site  value  would  in  many  cases  lead  to  grave  injustice. 
A  manufacturer,  for  instance,  may  have  purchased 
ground  on  which  he  has  erected  a  large  factory.  In 
the  course  of  time  he  gives  up  the  use  of  the  factory, 
and  the  question  then  arises  in  what  way  he  is  to 
deal  with  the  land.  Two  courses  may  be  open  to 
him  :  either  to  divide  the  factory  into  a  number 
of  smaller  factories  and  warehouses,  or  to  remove 
the  whole  of  the  buildings  and  erect  tenements  of 
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dwelling  houses.  The  financial  result,  as  experience 
shows,  would  often  be  the  same.  The  expenditure 
of  a  few  thousand  pounds  on  remodelling  the  existing 
buildings  might  produce  to  the  owner  as  good  a 
return  as  if  the  ground  were  used  for  the  purpose  of 
building  tenements.  If  the  ground  were  sold  in  the 
market  for  tenement  purposes  it  might  produce,  say, 
I  OS.  per  square  yard,  while  the  value  on  the  basis  of 
utilising  the  old  buildings  might  not  be  more  than 
5s.  per  square  yard.  If  Increment  value  duty  became 
payable,  the  ground  would  require  to  be  valued  as 
if  divested  of  buildings,  and  tenement  value  would 
be  applied.  Here  the  ground  is  developed  by  re- 
modelling an  old  building,  and  as  large  a  return  is 
obtained  as  if  the  old  buildings  were  sacrificed  and 
tenements  built.  The  site  value  of  the  Bill  is,  how- 
ever, produced  solely  by  an  arbitrary  rule  founded 
upon  no  principle.  Site  value  has  nothing  in  the 
world  to  do  with  the  land,  but  arises  solely  from 
the  use  which  the  particular  owner  may  make 
of  it. 

Every  commercial  business  is  dependent  more  or  Effect  on 

S  Id 

less  upon  building,  and  anything  which  is  to  subject^^^^J^^^ 
shops  and  warehouses,  factories  and  houses  to  ex- 
ceptional, uncertain,  and  arbitrary  taxation  would  be 
injurious  to  the  general  commercial  interests  of  the 
country.  The  building  trade  would,  however,  suffer 
specially  and  severely  by  the  imposition  of  the  pro- 
posed tax.  For  many  years  back  there  has  been 
little  or  no  profit  on  building.  The  builder  as  a 
rule  sells  the  property  he  puts  up  at  cost  price.  His 
profit,  in  Glasgow,  and  generally  in  Scotland,  consists 
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of  an  additional  feu-duty  which  he  places  as  a  burden 
upon  the  land.  For  instance,  if  a  Building  company 
purchased,  say,  ten  acres  of  land  at  the  price  of  £^oo 
per  acre,  which  was  converted  into  an  annual  feu- 
duty  or  perpetual  payment  of  £20  an  acre ;  and  then 
upon  each  acre  erected,  say,  ten  villas  costing  £^00 
each,  the  proportion  of  feu-duty  upon  each  would 
be  £2.  After  the  houses  had  been  erected  the 
company  would  create  upon  each  lot  an  additional 
feu-duty,  say,  of  ^3  or  and  would  sell  the 

houses  at  a  price  of  £^00  each,  subject  to  the  pay- 
ment of  £2  feu-duty  to  the  original  owner  of  the 
land  and  of  £1^  or  £^  a  year,  as  the  case  might  be, 
to  themselves.  These  second  feu-duties  would  be 
saleable  in  the  market,  say,  at  twenty-three  years' 
purchase,  so  that  the  Building  company  would  have 
a  profit  on  each  house  of  from  £6^  to  £^2. 

If  the  Bill  were  passed  this  would  practically  be 
brought  to  an  end,  as  the  second  feu-duty  would 
be  held  to  be  an  increment  of  value  of  which  the 
Inland  Revenue  would  be  entitled  to  one-fifth. 
Nature  of      Enormous  numbers  of  postponed  feu-duties  of  the 

these  feu-  character  iust  mentioned  have  been  created  within 
duties. 

recent  years.  They  are  simply  a  financial  expedient 
for  realising  a  price  upon  property  built  for  sale. 
A  purchaser  may  be  prepared  to  pay  £2^0  or  £^00 
or  £soOy  as  the  case  may  be,  for  a  house  which  is 
subject  to  an  annual  payment  of  £2,  £^^  or  £6  as 
feu-duty,  while  he  would  decline  to  pay  £^0  or  ^^50 
additional  on  the  price.  He  does  in  fact  pay  the 
increase,  but  he  does  so  by  means  of  a  perpetual 
loan  from  the  builder,  and  this  suits  him  better. 
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To  put  a  stop  to  this  method  of  doing  business  Trouble  of 
would  work  havoc  with  the  building  trade.  Even  ^^j^^il^^^^^ 
assuming  that  purchasers  could  be  induced  to  pay  m. 
the  builder's  profit  in  cash,  the  builder  would  be 
placed  in  a  very  difficult  position  with  the  Com- 
missioners of  Inland  Revenue.  The  sale  of  every 
house  would  mean  a  return  under  the  Act,  and  a 
discussion  with  the  Commissioners  as  to  whether 
there  had  been  an  increment  of  value  or  not.  The 
examples  above  given  show  that  the  builder's  profit 
is  in  practice  put  upon  the  land,  and  this  would  be 
claimed  by  the  Commissioners  as  evidence  of  increase 
of  site  value.  The  result  would  be  that  on  the 
occasion  of  every  sale  of  a  house  there  would  be  an 
inquisition  by  the  Commissioners  of  Inland  Revenue. 
The  price  would  require  to  be  dissected,  the  accounts 
of  the  builder  would  be  gone  into  with  the  view  of 
determining  the  cost  of  the  fabric  and  the  proportion 
of  the  price  to  be  attributed  to  the  building  and  the 
proportion  to  the  land.  With  the  prospect  of  a  very 
heavy  tax  before  them,  builders  would  naturally 
swell  the  cost  of  building,  as  much  as  possible,  and 
the  determination  of  tax  in  such  cases  would  lead 
to  constant  wrangle.  A  tax  should  be  certain,  easy 
of  ascertainment,  and  not  dependent  on  the  whim  of 
the  tax-gatherer. 

The  case  of  the  postponed  feu-duty  demonstrates  r^;*;  2^;^/^/^/^^ 

that  Increment  value  duty  as  well  as  Undeveloped  °^ 

^  structure. 

duty  would  be  a  tax,  not  on  the  land  but  on  the  struc- 
ture. The  building,  it  is  assumed,  has  cost  £^00^ 
and  the  builder  wishes  a  profit  of  ten  per  cent.  The 
purchaser  declines  to  pay  ^50  down,  but  agrees  to 


io6       INCREMENT  VALUE  DUTY 


take  the  house  with  a  further  feu-duty  duty  upon  it. 
That  feu-duty  is  simply  the  same  jC^o,  but  because  it 
is  attributed  to  the  site  it  is  treated  as  increment  of 
site  value.  The  builder  would  accordingly  have  to 
pay  a  tax  of  £10,  that  is,  he  would  have  to  pay 
twenty  per  cent,  of  his  profit  to  the  Treasury  because 
he  had  given  credit  for  payment  and  had  not  taken 
cash. 

Increment         It  is  assumed  in  the  Finance  Bill  that  land  always 
assume  .       increases  in  value.    This  is  very  far  from  being 
true,  and  decrement  is  of  frequent  occurrence.  No 
provision,  however,  is  made  for  this  in  the  Bill,  and 
the  Chancellor  of  the  Exchequer  will  no  doubt  reply 
that  no  duty  is  asked  where  there  is  no  increment. 
This  is  so,  but  it  does  not  meet  the  case.    A  Build- 
ing company  or  a  Property  Investment  company 
"No provision  would  under  the  terms  of  the  Bill  require  to  pay 
for  decrement,  increment  value  every  fifteen  years.     If  such  a 
company  held  a  hundred   properties,  on  fifty  of 
which  there  was  an  increment  of  site  value  of  ;^ioo 
and  a  decrement  of  the  same  amount  on  the  other 
fifty,  they  would  not  have  any  allowance  for  the 
loss  on  the  second  lot,  but  would  require  to  pay 
{^1000  of  increment  duty  on  the  first  lot.  This 
would  be  a  manifest  hardship,  and  illustrates  the 
Injustice.      injustice  of  the  tax  and  the  impossibility  of  intro- 
ducing a  new  system  of  taxation  entirely  at  variance 
with  ordinary  business. 

The  same  hardship  would  arise  in  the  case  of 
private  owners.  Some  people  hold  house  property 
as  an  investment.  A  man  may  own  a  score  of 
tenements.    On  his  death  an  account  for  increment 
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duty  would  require  to  be  given  up  and  duty  paid 
on  all  the  properties  which  showed  an  increase,  with 
no  allowance  for  those  that  showed  a  decrease  in 
value. 


Every  building  speculation  does  not  turn  out  A  tax  upon 

profitably.    There  are  quite  as  many  failures  as  there 

are  successes.    The  determining  elements  in  each 

case  are  foresight  and  alertness,  grasp  and  enterprise. 

These  are  what  bring  commercial  and  industrial 

prosperity  to  the  country  and  are  to  be  taxed.  Un- 

skilfuless,  dulness,  and  improvidence  which  bring  j  premium 

ruin  upon  trade,  and  upon  the   community,  are  ^P°^  , 

r  ^  1  -v  J      incapacity . 

to  go  scot-free.    To  put  a  tax  upon  ability,  and  a 

premium  upon  incapacity  is  a  novelty  in  administra- 
tion, but  is  quite  in  harmony  with  the  Quixotic 
proposals  of  the  Bill. 

The  effect  of  Increment  value  duty  upon  agricultural  Effect  of  tax 
land  would  be  very  serious.  Land  improvement  has  ^^y^^^^  /^^^ 
been  going  on  since  the  middle  of  the  eighteenth 
century  and  is  still  proceeding,  but  would  certainly 
be  checked  by  laying  a  tax  upon  the  return  arising 
from  capital  sunk  in  improvements.  "  Works  of  a 
permanent  character  "  are  allowed  for  in  the  Bill,  but 
they  are  not  the  only  improvements  which  are  made 
on  agricultural  land. 

The  immediate  result  of  the  Bill,  in  so  far  as  Efect  on 

Scotland  is  concerned,  would  be  to  bring  the  system  ^S^^^^^^^^^^ 
'  .  leasing. 

of  leasing  agricultural  land  for  nineteen  years  to  an 
end.  A  seven  years'  lease  is  not  to  attract  duty,  and 
leases,  if  granted,  would  be  limited  to  this  period. 
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This  would  be  a  total  revolution  in  the  system  which 
has  prevailed  in  Scotland  for  at  least  one  hundred 
years,  and  which  has  worked,  admittedly,  with  ad- 
vantage to  the  country.  To  imperil  a  great  industry 
without  consideration  and  without  inquiry,  would,  it 
might  have  been  thought,  be  a  step  which  the  most 
reckless  Government  would  hesitate  to  take. 


REVERSION  DUTY. 

The  Bill  proposes  (§  7)  to  enact  that: 

"  On  the  determination  of  any  lease  of  land 
there  shall  be  charged,  levied  and  paid,  on  the 
Ten  value  of  the  benefit  accruing  to  the  owner  by 

'^^^  '  reason  of  the  determination  of  the  lease  a  duty, 

called  Reversion  Duty,"  at  the  rate  of  one 
found  for  every  full  ten  pounds  of  the  value." 
No  Reversion  duty  is  to  be  chargeable  on  the 
determination  of  a  lease,  the  original  term  of  which 
Long  leases  did  not  exceed  2 1  years.  As  leases  of  land  or 
houses  in  Scotland  for  a  period  of  more  than 
21  years  are  comparatively  rare,  the  operation  of 
this  tax  would  not  be  so  far-reaching  as  the  others. 
Its  effect  would,  however,  be  to  put  a  stop  to  Long 
Leases.  In  some  cases,  a  lease  for  a  period  exceeding 
21  years  is  desired,  but  as  the  law  stood  prior  to 
1857,  such  a  lease  could  not  be  made  a  fund  of 
credit ;  it  could  not  for  instance  be  given  in  security 
of  a  loan.  An  Act  was  accordingly  passed  in  that 
year  in  virtue  of  which  a  lease  for  the  period  of 
31  years  and  upwards  is  put  practically  upon  the 


not  common 
in  Scotland, 
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same  footing  as  a  feu  or  an  absolute  grant ;  and  has 
been  found  useful  in  practice. 

The  taxes  proposed  by  the  Bill  would  put  a 
stop  to  the  granting  of  long  leases  in  Scotland  in 
future :  and  the  Finance  Act  would  be  a  virtual 
repeal  of  The  Registration  of  Leases  (Scotland)  Acts. 


STAMP  DUTIES  AND  SMALL  HOLDINGS. 

Free  trade  in  land  was  at  one  time  advocated  Free  trade  in 
very  much  by  the  same  class  as  those  who  support 
the  taxation  of  land  values,  but  it  also  would  have 
its  quietus  if  the  provisions  of  the  Bill  become  law. 
By  free  trade  in  land  is  generally  meant  the  abolition 
of  those  powers  of  settling  which  are  conferred  on 
its  possessor  by  the  law,  and  which,  it  is  supposed, 
tend  to  aggregate  land  in  few  hands.  Free  trade 
in  land  also  means  the  removal  of  hindrances  to  the 
free  exchange  of  land.  This  is  in  itself  an  excellent 
object,  and  every  encouragement  ought  to  be  given 
to  the  creation  and  easy  transfer  of  small  holdings ; 
and  it  is  one  which  the  present  Government  profess 
to  have  very  much  at  heart.  They  exhibit  their 
sympathy,  however,  in  a  very  step-motherly  manner. 

Conveyancing  fees  in  the  case  of  small  transactions 
are  proportionately  higher  than  on  large  transactions, 
as  the  trouble  of  preparing  the  deed  is  much  the 
same  in  the  two  cases ;  but  it  is  a  question  whether 
those  with  whom  lies  the  duty  of  fixing  the  scale 
of  charge  might  not  reduce  the  cost  in  cases  where 
the  sum  involved  is  less  than  {^^oo. 
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Conveyancing  fees,  however,  are  not  the  largest 
part  of  the  cost  of  the  transfer  of  land.  Stamp 
Government  duties,  fees  of  registration  and  fees  of  search  are 
charges.      ^  heavy  burden  in  the  case  of  small  transactions. 

These  fees  are  fixed  by  the  Treasury,  and  could, 
if  it  were  thought  desirable,  be  reduced  at  any  time 
by  Treasury  Minute.  Government  has  not,  however, 
thought  it  worth  while  to  help  the  small  house- 
holder and  small  landowner  in  this  direction.  Stamp 
duties  are  fixed  by  statute  on  the  advice  of  the 
Government  of  the  day.  If  the  present  Government 
had  any  wish  to  encourage  small  holdings,  they  had 
an  opportunity  of  reducing  the  stamp  duties  in  the 
case  of  small  holdings.  Instead  of  doing  this,  they 
double  them  (Bill  §  52)  : 

"  The  stamp   duties    chargeable  under  the 
heading  '  Conveyance  or  Transfer  on  Sale  of 
any  Property'  in  the  First  Schedule  to  the 
Increased.  Stamp  Act,   189 1,  .  .  .  shall  he   double  those 

specified  in  that  Schedule' 
That  is,  it  will  now      £1  on  the  £100, 

On  the  sale  of  a  cottage  costing  £^00  the  Treasury 
will  thus  take  ^^5  for  stamp  duty.  The  fees  payable 
to  them  for  search  will  be  approximately  to  ^^5, 
and  for  registration  15s.  to  20s.  This  is  how  the 
Government  encourages  Free  Trade  in  land. 


MINERAL  RIGHTS  DUTY. 


As  previously  pointed  out  (p.  29)  for  the  purpose 
of  undeveloped  land  duty,  undeveloped  land  does 
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not  include  the  minerals  underneath  the  surface  of 
the  land. 

Upon  these  minerals  a  separate  tax  is  to  be  im- 
posed (Bill,  §  12)  as  follows  : 

(1)  There  shall  be  charged,  levied,  and  paid 
for  every  financial  year  in  respect  of  the  capital 

value  of  minerals  a  duty,  in  this  Act  referred  to  Halfpenny 
as  a  "  Mineral  Rights  Duty,"  at  the  rate  of  a  'l^^^H 
halfpenny  for   every  twenty   shillings  of  that 
capital  value. 

(2)  For  the  purposes  of  mineral  rights  duty.  Definitions. 
the  capital  value  of  the  minerals  shall  be  taken 

to  be  the  value  adopted  as  the  original  capital 
value  of  those  minerals,  or  where  the  capital 
value  of  those  minerals  has  been  ascertained 
under  any  subsequent  periodical  valuation 
thereof  for  the  time  being  in  force,  the  capital 
value  as  so  ascertained  : 

Provided  that  where  the  minerals  are  being 
worked  the  Commissioners  may  in  any  year 
make  such  allowance  from  the  duty  payable  as 
they  think  just  in  respect  of  any  minerals  which 
have  been  gotten  since  the  date  at  which  the 
value  has  been  ascertained. 

To  carry  out  these  proposals  a  valuation  of  the  Valuation. 
minerals  apart  from  the  surface  is  required. 

The  total  value  of  minerals  means  (§  1 5)  the 
amount  which  the  fee  simple  of  the  minerals  if  sold 
in  the  open  market  by  a  willing  seller  in  their  then 
condition  might  be  expected  to  realise,  and  the 
capital  value  of  minerals  means  the  total  value,  after 
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allowing  such  deduction  (if  any)  as  the  Commis- 
sioners may  allow  for  any  sums  which  are  proved 
to  the  satisfaction  of  the  Commissioners  to  have 
been  spent  on  boring  or  other  operations  carried 
out  by  the  owner  or  his  predecessor  in  title  for  the 
purpose  of  bringing  the  minerals  into  working,  or 
where  the  minerals  have  been  partly  worked,  such 
part  of  those  sums  as  is  in  the  opinion  of  the  Com- 
missioners proportionate  to  the  amount  of  minerals 
ungotten. 

What  are         No  definition  is  given  in  the  Bill  of  what  is 
minerals?     meant   by  the  word   "minerals."     Popularly  the 
word  is  limited  pretty  much  to  coal  and  ironstone, 
but  this  is  not  its  technical  or  legal  sense.  It 
includes  rocks  of  all  kinds,  slate,  marble,  limestone, 
sandstone  and  even  whinstone  are  all  minerals  in 
the  eyes  of  the  law  ;  so  also  are  fire-clay,  china- 
clay  and  gravel.    Shortly  put,  "  minerals  "  includes 
every  substance  which  can  be  got  from  underneath 
the  surface  of  the  earth  for  the  purpose  of  profit. 
This  is  the  sense  in  which  the  word  must  be  looked 
at  in  considering  the  Finance  Bill. 
Bills  of  i()o6     In  the  Bills  of  1906  and  1907  no  such  distinction 
and  1907.  drawn  between  land  and  minerals,  but  the  word 

"  land "  was  used  in  its  ordinary  acceptation  as 
including  the  surface  and  everything  underneath 
the  surface. 

Separation  of     The  separation  between  surface  and  minerals  which 
^minmir^   is  proposed  to  be  made  under  the  Bill  would  lead  to 
endless  complexity  and   trouble.     In  the  returns 
required  from  owners  under  §  16  of  the  Bill,  every 
owner  would  require  to  estimate  : — 
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(1)  The  total  value  of  his  land.  Returns, 

(2)  Its  site  value. 

That  is,  as  already  explained,  the  value 
of  the  land  as  divested  of  buildings 
and  the  like. 

(3)  The  value  of  the  minerals. 

The  whole  or  the  greater  part  of  the  undersurface  Minerals 

of  Glasgow,  and  of  a  large  area  all  round  the  city,  ^^"i^^ 

•  •        1  1      •  c       ^  ^  I  Glasgow. 

contains    minerals, — coal,    ironstone,   nre-clay  and 

building  stone.    Part  of  these  minerals  have  been 

worked.    Part  are  still  ungotten.    The  Bill  gives 

no  explanation  as  to  the  relation  which  is  to  be 

assumed   to   exist   between   surface  and  minerals. 

The  assumption,  on  the  other  hand,  seems  to  be 

that  the  surface  is  to  be  valued  as  if  the  minerals 

were  undisturbed,  and  the  minerals  are  to  be  valued 

as  if  they  could  be  wrought  without  reference  to  the 

surface. 

One  of  the  most  important  questions  in  buying  Minerals  as 
land,  which  contains  minerals,  for  building  purposes  I^JJ^^^ 
is  whether  the  minerals  have  been  wrought  or  are  land. 
still  in  the  land.    If  the  minerals  are  un-wrought 
the  question  arises  whether  they    belong   to  the 
owner  of  the  surface  or  to  a  third  person.    If  they 
belong  to  a  third  party  the  next  question  is  whether 
he  is  liable  for  surface  damage  in  the  event  of  his 
working  the  minerals  or  whether  he  is  entitled  to 
bring  down  the    surface    irrespective  of  buildings 
upon  it.    If  the  owner  of  the  minerals  has  this 
right  the  value  of  the  surface  will  be  seriously 
affected,  and  if  the  owner  has  likewise  the  right  of 
opening  the  surface  for  the  purpose  of  winning  the 
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minerals  the  surface  has  no  value  for  building 
purposes. 

Where  the  surface  and  the  minerals  are  in  one 
hand  and  the  owner  desires  to  sell  the  land  for 
building  purposes  the  practice  is  to  give  an  under- 
taking not  to  work  the  minerals,  and  in  that  case 
the  value  is  of  course  sacrificed. 
Islature  of  the  Such  questions  are  not  contemplated  in  the  Bill 
valuation.  provision  is  made  for  dealing  with  them. 

The  only  answer  that  the  Government  give  is,  that 
it  must  be  assumed  that  the  valuator  employed  by 
the  Commissioners  of  Inland  Revenue  is  a  reason- 
able man,  and  that  he  would  not  take  the  surface  at 
its  full  value  if  it  were  assumed  that  the  minerals 
were  to  be  worked,  nor  would  he  value  the  minerals 
at  their  full  value  if  it  were  assumed  that  the  owner 
of  the  minerals  had  to  make  good  the  damage  done 
to  the  surface  by  the  working  of  the  minerals. 
More  plainly  put  this  means  that  the  Commissioners 
of  Inland  Revenue  are  to  value  surface  and  minerals 
just  as  they  think  proper,  and  they  are  to  be  the  sole 
and  only  judges  of  any  allowance  to  be  made  either 
in  the  one  case  or  the  other. 

Such  an  extravagant  power  in  the  hands  of  a 
taxing  authority  is  unknown  in  this  or  in  any  other 
country. 

Estimates  of  value  must,  however,  be  given  by 
owners.  It  is  obvious  that  these  returns  would 
impose  upon  them  a  vast  amount  of  trouble  and 
a  great  deal  of  expense,  and  there  is  no  certainty  that 
they  would  be  accepted. 

Nearly  every  acre  of  land  contains  something 
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which  may  in  law  be  regarded  as  minerals.  What 

does  exist  can  only  be  determined  by  opening  the 

surface  or  by  extensive   boring.     Owners  would 

therefore  be  involved  in  much  trouble  and  serious 

expense  in  obtaining  information  which  could  be  of 

no  use  to  them,  and  might  not  even  relieve  them 

of  undeveloped  mineral  duty. 

A  sale  of  land  as  a  rule  carries  everything  a  coelo  Sale  of  land 

usque  ad  centrum  and  therefore  includes  minerals.  In 

^  _  minerals. 

the  same  way  when  a  valuation  of  land  is  made  it 
likewise  includes  minerals.  Where  these  are  being 
wrought  upon  part  of  the  lands  or  upon  lands  So  aho ^ 
immediately  adjoining  a  sum  is  added  on  account  Yand^'^'^^ 
of  the  prospective  value  of  those  which  are  un- 
wrought.  This,  however,  is  done  upon  definite 
information,  which  is  in  such  cases  generally  available. 
If  there  is  no  such  information  the  allowance  made 
on  account  of  the  prospective  value  of  minerals,  even 
in  a  mineral  district,  would  be  trifling.  The  general 
statement  in  an  advertisement  that  it  is  believed 
that  minerals  exist  in  the  land,"  does  not  add  to  the 
price. 

In  a  valuation  for  estate  duty  the  chance  of  \}ci^x^  Valuation  for 
being  workable  minerals  is  no  doubt  present  to  the  ^^^^^^  ^"-^y- 
mind  of  the  valuator  and  he  allows  for  it,  but  this 
is  assessed  at  a  merely  nominal  amount,  except  when 
the  minerals  are  being  worked  and  information  is 
available  showing  the  extent  of  mineral  still  available, 
the  rate  and  cost  of  working  and  so  on.  This, 
however,  is  an  entirely  different  thing  from  what  is 
proposed  in  the  Bill. 


H  2 
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Turning  now  from  the  question  of  the  cost  and 
trouble  of  making  the  valuation,  look  at  the  tax  itself. 
Tax  is  on         Land  is  to  be  taxed  because  ten  houses  are  not 
^minerals       t)uilt  where  one  only  is  required.    Minerals  are  to 
be  taxed  because  they  are  not  being  worked  more 
rapidly  than  the  market  demands.    There  can  be  no 
complaint  that  they  are  not  being  gotten.  Foreigners 
by  the  thousand — Poles,  Livonians,  and  Lithuanians — 
are  imported  to  aid  in  the  work  of  excavation.  Coal 
is  being  mined  not  for  the  requirements  of  this 
country  alone,  but  for  export  to  every  part  of  the 
There  can  be  world.    All  that  can  be  done  is  being  done  to  get 

no  complaint  j-jj  Qf  ^he  country's  most  valuable  asset — our  coal 
f  hat  minerals  ,  -  .,  ,  ii  i 

are  not  raised  ^^VV^y — ^^^^  possible.  We  are  told  that  not- 
fast  enough,  withstanding  all  this  expedition  there  is  still  coal  which 
will  last  for  several  hundreds  of  years.  This  is  what 
it  is  proposed  to  tax.  It  is  not  the  coal  that  is  being 
wrought,  but  the  coal  which  cannot  in  ordinary 
course  be  wrought  for  twenty,  fifty,  a  hundred,  two 
and  even  three  hundred  years,  which  is  to  be  taxed, 
on  the  pretence  that  it  is  undeveloped.  As  in  the 
case  of  land,  no  allowance  is  to  be  made  for  deferred 
payment.  Minerals  are  to  be  valued  on  the  basis  of 
the  price  which  they  would  fetch  if  sold  to-day,  no 
matter  when  the  sale  may  take  place. 
Tax  would        The  proposal  is  grotesquely  absurd,  but  it  would 

increase  cost  of  most  injurious  in  its  results  not  only  to  the 
manufacture  r    i  •        i      i  j  j 

owners  or  the  mmeraJs,  but  to  every  trade  and 

industry  in  the  country.    The  tax  would  go  to 

increase  the  price  not  only  of  coal,  but  of  building 

stone,  of  slates,  limestone,  fireclay,  road-metal,  and 

railway  ballast.    Increased  price  of  coal  would  affect 
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every  manufacturing  industry.    Increased  price  of  and  cost  of 
stone  would  affect  the  building  trade,  would  increase  ^^'^^^^^S- 
the  price  of  building  and  heighten  rents. 

The  Coal  export  tax  fell  only  upon  the  foreigner.  Tax  would 
The  Mineral  rights  tax  would  fall  only  upon  the{^|.;;:/'^''^'''^ 
subjects  of  the  United  Kingdom.    The  Chancellor 
of  the  Exchequer  says  that  the  Coal  tax  hit  the 
miner  hardly.    His  own  tax  would  hit  him  still 
more  hardly. 

The  getting  of  the  mineral  wealth  of  the  land  is  and  on 
one  of  our  great  national  industries.    The  Mineral  ^^^^^^n- 
rights  duty  would  be  a  crushing  tax  upon  that 
industry. 

The  Budget  has  been  complacently  called  a 
Democratic  and  Free  trade  budget.  An  examina- 
tion of  Part  I.  of  the  Finance  Bill  shows  that  it 
would  more  appropriately  be  styled  a  Despotic  and 
Kill  trade  budget. 

The  Government  have  placed  themselves  in  an  Azukward 

unfortunate  position.    They  committed  themselves  ^^^^^^'^  ^-^^'^^ 
y  r  ■         rill  iyovernment. 

to  the  scheme  for  the  taxation  of  land  values,  which 

was  before  the  country    for   some  years.  They 

brought  in  a  Bill  which  was  found  to  be  impracticable, 

and  was  laughed  out  of  existence.     The  obvious 

course  was  to  endeavour  to  amend  it,  or  frankly  to 

admit  that  the  scheme  was  a  mistake.  Annoyed 

by  their  failure,  they  have  simply  reproduced  the 

old  scheme  in  a  more  complicated  shape,  which 

does  not  get  rid  of  the  difficulties  of  the  former  Bill 

but  aggravates  them.    A  scheme,  which  is  radically 

bad,  cannot  be  amended  by  extending  its  operation. 
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The  only  result  is  to  expose  its  defects  more 
visibly. 

The  procedure  devised  to  conceal  these  defects, 
and  to  extinguish  the  complaints  of  those  who  are 
injured,  is  the  clearest  evidence  that  the  Bill  is  un- 
workable as  an  ordinary  administrative  measure. 

If  the  Bill  was  a  fair  and  just  one  it  could  be 
carried  into  effect  by  ordinary  procedure.  That  it 
should  require  machinery  unheard  of,  even  in  the 
darkest  period  of  our  history,  shows  that  it  is  radi- 
cally and  incurably  bad. 
Finance  Bill      The  Finance  Bill  is  the  best  answer  to  the  claim 

^^f  that  land  values  can  be  taxed,  and  demonstrates  that 

condemnation  _  .... 

of  land  values,  they  have  no  existence  except  in  imagination. 


Preamble  of 
the  Bill 


THE  CONSTITUTIONAL  QUESTION. 

The  preamble  of  the  Bill  bears  that  the  Commons 
of  the  United  Kingdom  of  Great  Britain  and  Ireland 
in  Parliament  assembled,  towards  raising  the  neces- 
sary supplies  to  defray  His  Majesty's  public  expenses 
and  make  an  addition  to  the  public  revenue,  have 
freely  and  voluntarily  resolved  to  give  and  grant 
unto  His  Majesty  the  several  duties  therein  men- 
tioned. This  is  in  accordance  with  constitutional 
Claim  of  the  usage.  The  House  of  Commons  claim  that  it  lies 
with  them  to  grant  supplies  or  aids  to  His  Majesty, 
and  that  they  may  appoint  in  the  Finance  Act  the 
purposes,  conditions,  limitations  and  qualifications  of 
such  grants,  and  that  these  ought  not  to  be  changed 
or  altered  by  the  House  of  Lords. 

This  applies  to  a  Money  Bill  properly  so-called. 


House  of 
Commons 
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A  Bill,  which  under  the  guise  of  being  a  Money  This  is  not  a 

Bill,  alters  the  existing  law,  invades  the  rights  and  ^°"^y 

privileges  of  the  subjects  of  the  United  Kingdom, 

sets  aside  established  tribunals  and  substitutes  others 

with  unheard-of  powers,  is  not  one  to  which  the 

privilege  claimed  by  the  House  of  Commons  extends. 

On  the  contrary,  the  attempt  to  tack  to  a  Money  Tacking. 

Bill  matter  of  this  description  is  irregular,  and  is  in 

breach  of  the  practice  of  Parliament.     As  put  by 

Mr.  Gladstone,  when  Chancellor  of  the  Exchequer, 

this  is  an  illegitimate  incorporation    of  elements 

not  financial  into  a  financial  measure. 

The  House  of  Lords  has  never  abandoned  its  Position  of  the 
right  to  amend  a  Money  Bill,  and  it  lies  with  that  ^^^^^^^ 
House  to  determine  what  steps  will  be  taken  if 
a  Money  Bill  incorporating  elements  not  financial 
is  presented  to  them  for  approval.    There  is  no 
question,  however,  that  the  attempt  made  by  the 
Government  under  the  form  of  a  Money  Bill  to 
introduce  extensive  and  far-reaching  changes  upon  The  Bill  un- 
the  law  of  the   country  is    unconstitutional,  and 
would  not  be  made  constitutional,  and  would  not 
be  excusable,  even  if  accepted  by  the  House  of 
Lords. 

Part  I.  of  the  Bill  is,  admittedly,  not  necessary  Tax  not 
for  revenue  purposes.    Its  object  is  not  to  provide  ^'^i^^^^^- 
supply  for  the  year  by  means  of  a  tax  to  be  levied  in 
the  year,  but  it  is  to  invest  the  Treasury  with  extra- 
ordinary and  despotic  powers,  inimical  to  the  rights 
of  the  people.    It  is  merely,  in  another  form,  the  Part  1.  a 
Bill  of  1907  for  obtaining  a  Roll  of  Site  Values  ^j^^f^^^ 
throughout  the  country.    To  carry  this,  under  the 
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pretence  of  a  Money  Bill,  a  tax  is  proposed,  but 
it  is  a  mere  cover  for  an  extensive  alteration  on  the 
substantive  law,  and  for  setting  up  a  new  tribunal 
for  valuation  purposes,  armed  with  inquisitorial  and 
oppressive  powers,  and  not  subject  to  control  or 
review  by  the  ordinary  Courts  of  Law. 
Procedure  of  No  such  step  has  been  taken  by  any  Govern- 
^nhZrTofin  ^^^^  modern  times.  The  present  Government 
modern  times,  possesses  an  unheard-of  majority  in  the  House  of 
Commons, — which  represents,  however,  only  a  small 
majority  on  the  aggregate  poll, — and,  relying  upon 
this  obedient  multitude,  proposes  by  means  of  the 
closure  to  force  this  unconstitutional  and  tyrannical 
measure  through  that  House,  and  on  the  plea  of 
privilege  to  compel  its  acceptance  by  the  House 
of  Lords. 

"A  perfect  democracy,"  says  a  great  English 
statesman,  is  the  most  shameless  thing  in  the 
world."  The  present  Government  have  attained  to 
this  perfection  in  their  Finance  Bill. 


TREATY  OF  UNION. 

Quota  of  land  Article  IX.  of  the  Treaty  of  Union  provides  that 
whensoever  the  sum  of  1,997,763  8s.  4jd.  shall  be 
enacted  by  the  Parliament  of  Great  Britain  to  be 
raised  in  England  on  land  and  other  things  usually 
charged  in  Acts  of  Parliament  for  granting  an  aid  to 
the  Crown  by  Land  Tax,  Scotland  shall  be  charged 
by  the  same  Act  with  a  further  sum  of  ^^48,000,  free 
of  all  charges,  as  the  quota  of  Scotland  to  such  tax, 
and  so  proportionately  for  any  greater  or  lesser  sum 
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raised  in  England  by  any  tax  on  land  and  other 
things  usually  charged  together  with  the  land. 

The  meaning  of  this  provision  is  that  Land  Tax 
cannot  be  imposed  on  Scotland  and  England  in  the 
same  proportions,  but  that  Scotland  must  bear  a  very 
much  smaller  proportion  than  that  raised  in  England, 
the  proportion  being  roughly  about  one  forty-first 
part.    This  is  disregarded  in  the  Bill. 

It  cannot  be  questioned  that  the  duties  proposed  Proposed  taxes 
to  be  levied  under  the  Finance  Bill  are  taxes  upon 
land.    The  property  tax  levied  under  the  Income 
Tax  Act  of  1842  is  not  a  direct  charge  upon  land, 
but  is  assessed  upon  the  ov^^ner  of  the  land  in  pro- 
portion to  the  revenue  which  he  derives  from  it,  pre- 
cisely in  the  same  way  as  duty  is  assessed  upon 
profits  from  business  or  any  other  source.    The  new 
duties  are  not  charges  upon  rents  or  profits  but 
charges  upon  the  capital  value  of  the  land  and  of  the 
minerals  therein.    It  is  clear,  therefore,  that  the  Bill  A  violation  of 
cannot  be  passed  into  law  without  a  gross  violation  ^^J^l^^^^-^ 
of  the  Treaty  of  Union  and  of  the  rights  thereby 
secured  to  Scotland. 

An  Act  of  Parliament  of  the  United  Kingdom  Treaty  has 
may,  in  a  sense,  be  supreme,  but  it  may  at  the  same  never  yet  been 
•        1  •      •       1      ^1  •  111  ignored  as 

time  be  unconstitutional.     This  would  be  such  a  proposed. 

case.  The  Treaty  of  Union  may  have  been  indirectly 
modified  in  some  minor  respects  by  Act  of 
Parliament,  but  no  Parliament  has  ever  yet  ventured 
to  ignore  it,  as  the  present  Government  propose 
to  do.  The  Parliament  of  the  United  Kingdom 
was  brought  into  existence  by  the  Treaty  of  Union, 
and  subsists  and  acts  in  virtue  only  of  that  Treaty. 
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Unfortunately  no  tribunal  was  provided  to  decide 
whether  an  Act  of  Parliament  does  or  does  not 
invade  the  terms  of  the  Treaty ;  but  the  absence  of 
such  a  tribunal  does  not  make  an  unauthorised  Act 
of  the  Parliament  of  the  United  Kingdom  legal.  It 
may  through  an  improper  exercise  of  power  be  made 
binding,  but  that  cannot  make  it  just  or  alter  its 
character  as  illegal. 

The  proposal  of  the  Government  is  all  the  more 
flagrant  that  they  seek  to  effect  their  purpose  by 
means  which  are  in  themselves  unconstitutional. 


QUESTION  BEFORE  THE  COUNTRY. 

Issue  is  the      The  question  now  before  the  country  is  nominally 

existence  of  ^  question  of  taxation  ;  but  the  real  issue  is  whether 
constitutional  ...  .         ,  •      •  j 

government  constitutional  government  is  to  be  maintained.  Part 

in  the  U.K.  J.  of  the  Bill  is  an  attack  upon  the  constitution  ;  it 

is  also  an  attack  upon  the  rights  of  the  people. 

It  is  an  attempt  by  the  Government    to  confer 

upon  the  executive  the  powers  of  an  absolute  and 

irresponsible  dictator. 


